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COLLECTIVIZATION OF 


Large-scale, mechanized, government-controlled 
agriculture has always been assumed by Marxist 
theorists, without any real justification, to be the 
most efficient form of agrarian organization. Col- 
lectivization was therefore put into effect, at the 
cost of terrible suffering, in the Soviet Union be- 
tween 1929 and 1935, and in Eastern European satel- 
lites after 1945. The discontent and tension created 
by collectivization, plus the unsavisfactory results 
in terms of agricultural production, make it obvious 
that the real Communist objective is not so much 
increased output of food as tighter control over the 
peasantry and the food supply. The Chinese Com- 
munists are being more cautious in their approach 
to collectivization than their European colleagues 
have been. Until 1952 their agrarian program con- 
sisted largely of “land reform,” or uncompensated 
redistribution of landlord-owned land. Since 1953, 
apart from the creation of a relatively small number 
of state and collective farms, their policy has been 
to herd more and more peasants into mutual aid 
teams (in which labor, tools, and animals are pool- 
ed) and cooperatives (in which land is also pooled). 
The Chinese Communists intend to make the co- 
operative the universal form of organization by 
about 1957, and to proceed cautiously from that 
stage to the next one of full-scale collectivization 
on the Soviet model. There is discontent and in- 
efficiency in the new cooperatives and the outlook 
for the future is for relatively slight increases in 
food production combined with steadily tightening 
state control over the countryside. China will con- 
tinue to attempt to collectivize the land farmed by 
her half a billion peasants. Chou En-lai made this 
clear in his report to the National People’s .Con- 
gress in September 1954, in which he defined his 


CHINA’S AGRICULTURE 


government’s agricultural policy as “the step-by- 
step Socialist transformation of agriculture, so that 
backward individual .methods could be gradually 
changed into collective methods.” The implications 
of this policy, and its impact on the Chinese people, 
are matters of high importance. 


Collectivization of agriculture claims its sanc- 
tion in the early writings of Marx and Engels. The 
Communist Manifesto, the earliest (1848) Marxist 
classic, urged in forceful and apocalyptic language 
the “expropriation of the land and use of the rent 
for State needs,” to be followed by scientific cultiva- 
tion of the soil under a “common plan” by “armies 
or laborers.” Two years later, in their “Address 
of the Central Authority to the Communist League,” 
Marx and Engels repeated this formula in slightly 
different words, with a reference this time to “the 
advantages of large-scale agriculture.” It was 
Lenin, the first Marxist politician to appreciate the 
revolutionary potentialities of an aroused peasantry, 
who, in his Agrarian Question in Russia, made that 
division of the peasantry into the rich, middle, and 
upper categories which has formed the basis of all 
Marxist discussions of the agrarian question for 
more than a generation. The unquestioning Marxist 
belief in the superiority of large-scale agriculture 
is by no means accepted by agricultural economists. 
However, the actual objective of collectivization is 
not so much greater food production and higher 
living standards as tighter control of the country- 
side by the state. 


Chinese Communist spokesmen have distorted 
the actual picture of China’s agrarian problem. Liu 
Shao-chi, in spite of the absence of adequate statis- 
tical data, asserts that in pre-“Liberation” days 10 
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per cent of the rural population owned 70 per cent 
of the land; any one owning over 8 acres is in 
danger of being labelled a landlord by the Com- 
munists. From the obvious absurdity of this line 
some writers have jumped to the conclusion that, 
since a “landlord” owning more than 50 acres was 
almost unknown in China, landlordism scarcely 
existed as a problem and has been fabricated by the 
Communists. This would appear to be an over- 
simplification. Chinese Nationalists estimated 10 
per cent of the rural population as owning 51 per 
cent of the arable land, which is bad enough. Rents 
were high, averaging about half of the annual crop. 
The Nationalist government passed legislation in 
1918 ordering rents reduced to 37.5 per cent of the 
crop but it was never adequately enforced except 
on Formosa since 1949. Rents, combined with ex- 
tremely high rural interest rates—the landlord often 
also acted as moneylender—and high land taxes 
(sometimes collected for years in advance by the 
officials of local militarists) combined with a very 
unfavorable ratio of population to arable land to 
reduce the Chinese peasant to abject poverty and 
misery. There can be little doubt therefore that 
the Chinese Communists have long thought of col- 
lectivization as the ultimate goal for Chinese agri- 
culture. The first gesture toward collectivization 
of agriculture occurred during the ascendancy 
(1928-1930) of the labor organizer Li Li-san, a man 
who had little experience or understanding of agra- 
rian problems. At his recommendation a Con- 
ference of Delegates from Soviet Areas, meeting in 
Shanghai-on May 30, 1930, enacted a set of radical 
land laws. Redistribution of land, or “land re- 
form,” was rejected. Mao Tse-tung, however, who 
was then dominant but not absolute in the Kiangsi 
soviet, the most important of those areas, ignored 
this directive. When Li fell from power at the end 
of 1930 and was condemned for “blind actionism,” 
this gesture toward collectivization was listed among 
the excesses of which he was held guilty. 


With the rise of Mao to control over the Party 
in the mid-1930s, collectivization was pushed into 
the background. In contrast to most Marxists, who 
_ thought of the peasantry as “dark” and incapable 
of revolutionary action except under proletarian 
hegemony, Mao conceived of the peasants as the 
driving force of the Chinese Revolution. From 1931, 
until about the end of 1952, Chinese Communist 
land policy for the most part did not go beyond 
“land reform” (land transformation would be a 
more accurate translation of the Chinese term), or 
in Other words of the compulsory confiscation of 
land belonging to landlords, and in some cases to 
rich peasants as well, and its redistribution among 
the poor and middle peasants. During the period 
of the Kiangsi (ca. 1930-1934) and Shensi (1935- 
1937) soviets, redistribution was pushed with great 
vigor and ruthlessness within the limited areas under 
Communist control. During the war against Japan 
(1937-1945), for the sake of preserving at least a 
semblance of a united front with other Chinese 
classes and groups against the invader, the Com- 


FAR EASTERN 


ECONOMIC REVIEW 


munists largely suspended confiscation and redis- 
tribution, except in the case of landlords who were 
actually or allegedly pro-Japanese, and confined 
themselves to reducing rents and interest rates. It 
was during this period that Mao Tse-tung wrote 
in his important theoretical work On New De- 
mocracy (1940): . . “the ownership of land is 
to be readjusted, not with a view to building up 
Socialist agriculture, but only in order to turn the 
land into the peasants’ own property.” 


A swing away from this wartime policy of 
relative moderation began in May 1946, when the 
Central Committee of the Chinese Communist Party 
authorized the confiscation and redistribution of 
landlords’ land within the “Liberated Areas,” pro- 
vided each landlord himself was allotted a some- 
what larger-than-average share of his own former 
land. A Land Law of October 10, 1949, went fur- 
ther by allowing the confiscation without compen- 
sation of land belonging not only to landlords but 
also to rich peasants, and Peasant Associations 
began to be organized among the poor peasants by 
the Party during the following winter to administer 
the confiscation. So enthusiastically was redis- 
tribution prosecuted that it even affected a number 
of middle peasants, with the result that in January 
1948 Jen Pi-shih, a member of the Central Com- 
mittee who has since died, made a speech in which 
he upheld the middle peasants and criticized the 
use of violence against landlords. Communist land 
tactics then reverted to the reduction of rents and 
interest rates until about June of 1950, when an 
Agrarian Reform Law was promulgated for the 
whole of China. This law was nominally drawn 
up in pursuance of Article 3 of the Common Pro- 
gram (1949), which called for the transformation 
of “the feudal and semi-feudal land ownership 
system into a system of peasant class land owner- 
ship.” Under the terms of the law, all agricultural 
property (but not commercial or industrial pro- 
perty) belonging to landlords, as well as 
land belonging to religious and educational institu- 
tions, was to be confiscated and redistributed among 
the local peasantry as fully private property. Work- 
ing through the local Peasant Associations, Com- 
munist cadres first whipped up resentment and a 
zest for “class struggle” among the peasantry, then 
classified the rural populace into the categories dic- 
tated by Leninist orthodoxy, next confiscated and 
redistributed the land belonging to the landlords as 
determined by this classification, and finally 
destroyed the old title deeds and issued new ones. 
The process was accompanied by violence which 
cost many thousands, and perhaps millions, of lives. 
“Land reform” was instituted first in the oldest 
“Liberated Areas;” it was virtually complete in 
North China and the Northeast (Manchuria) by 
the end of 1950, in Central China by 1951, and in 
South China by early 1953. For the time being, at 
least, land belonging to national minorities (mainly 
in the Northwest and Southwest) was exempted 
because of their traditional dislike of the Chinese 
and the mainly pastoral nature of their economy. 
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Even before the promulgation of the Agrarian Reform 
Law there were signs that the peasantry would not be 
allowed to keep indefinitely the land presented to it at the 
cost of so much bloodshed. In March 1949 the Central 
Committee announced that “the center of gravity of Party 
work is shifted from rural areas to the cities.” Pooling of 
agricultural labor in “mutual-aid teams” or “labor exchanges,” 
which the Communists regard as the first transitional stage 
on the way to ultimate collectivization, was pushed. In the 
present stage of agrarian policy, which Teng Tzu-hui, the 
Party’s principal authority on agrarian affairs, calls the 
movement for the “cooperativization” of agriculture, there 
are several inter-related aspects. One aspect is state pur- 
chases of grain, which have the obvious effect of breaking 
dewn the free market in grain and bringing the nation’s 
food supply under state control. State purchase of grain 
began about 1951; its advantages to the nation cannot be 
denied; it has kept food prices fairly level. But on Novem- 
ber 19, 1953, the Government Administrative Council 
adopted an Order for Enforcement of Planned Purchase and 
Planned Supply of Grain. This Order meant that, over and 
above the heavy land tax which he must pay the state (no- 
minally about 20 per cent of the crop, but in practice con- 
siderably more), the peaSant must also hand over to the 
state additional quotas of “surplus” grain, in excess of what 
he needs for his own family’s consumption, at prices fixed 
by the government. Neither the quotas fixed nor the prices 
paid are ever specified in Chinese publications. Both forced 
purchases and rationing are officially defended on the grounds 
of rising demand for food (in plain language, shortages), 
speculation in grain by private merchants, and a lag in 
state purchases under the voluntary plan. Peasants further 
are “encouraged” to deposit the money realized from sale 
of grain to the state in local branches of the People’s Bank, 
and to sell even more “surplus” grain to the state than 
required by law, as a “patriotic” gesture. 


Along with increasing state control over the marketing 
of grain has gone increasing control over its production. 
The first and simplest form of organization designed to 
achieve this goal is the mutual aid team, in which the labor, 
tools, and animals of the members are pooled, but their land 
is not; this arrangement may be either temporary (that is, 
for a single season) or permanent. From the Communist 
viewpoint, the mutual aid team is only a beginning in the 
right direction, since land is not pooled. The next higher 
stage of organization is the agricultural production co- 
operative, which is formed by merging and transforming 
mutual aid teams. The cooperative is the most nearly so- 
cialist form of agriculture yet introduced on a large scale. 
The next stage, to which China will proceed during the 
coming years, is the collective farm. One of the major 
drawbacks of a collective farm is that, although it farms 
extensively and therefore requires mechanized equipment, 
it does not own or control such equipment but must rent 
it, and hire technicians to operate it, from a nearby Machine 
Tractor Station, which is invariably state-operated. Even 
the collective farm does not represent the highest or ulti- 
mate form of agricultural organization in the Communist 
state. That form, far from universal even in the Soviet 
Union, is the state farm, which is wholly owned and con- 
trolled by the government, and on which agricultural 
laborers work as hired hands without any land ownership 
or voice in the disposition of the produce. This type of 
farm, being under state control, is allowed the farm ma- 
chinery which is withheld from the collective. 


For the present Chinese agrarian policy is focused 
primarily on the mutual aid teams and cooperatives, which 
are the dominant forms of non-private agricultural organiza- 
tion. The numerical growth of these forcing houses for 
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“socialist” agriculture, from which rich peasants and former 
landlords are excluded, shows some interesting trends. In 
1950 about 10 per cent of all agricultural households in 
China were organized in mutual aid teams and cooperatives; 
in 1951, 20 per cent (4.3 million mutual aid teams and 129 
cooperatives), mainly in the North and Northeast; by the 
end of 1952, 8.3 million mutual aid teams and 3,363 coopera- 
tives. On December 16, 1952, the Central Committee of 
the Party promulgated a Decision on the Development of 
Agricultural Producers Cooperatives, which sounded the call 
for a new advance on the “cooperativization” front after 
the temporary and partial respite which seems to have been 
peasants during most of 1953. “Small-scale - 
agricultural production,” said the Decision, “has shown ever 
more clearly that it cannot satisfy the demands of the 
broad peasant masses for a better life; nor can it meet the 
requirements of the growing national economy.” It stated 
that at that time 47.9 million peasant households, represent- 
ing 43 per cent of the total, had joined mutual aid teams 
and cooperatives, and that 273,000 of these households were 
organized into 14,000 cooperatives. A Decision on Mutual 
Aid and Cooperation in Agricultural Production, promul- 
gated by the Central Committee at the same time, laid down 
35,800 cooperatives as the target by the summer harvest of 
1954. This meant that the number in North China was to 
be increased from 6,186 to 12,400; in the Northeast, from 
4,817 to 10,000; in East China, from 3,301 to 8,300; in 
Central-South China, from 527 to 3,600; in the Northwest, 
from 302 to 700; and in the Southwest, from 59 to 600. 
The aim was to have 800,000 cooperatives by 1957, em- 
bracing 20 per cent of all peasant households. There is no 
cause for surprise in the fact that the target of 35,800 
cooperatives by the summer harvest of 1954 was “over- 
fulfilled.” The total reached 95,000 in the spring, embracing 
1.7 million households and 2 per cent of the total sown 
area; pasSed 100,000 by the end of the summer; and reached 
225,000 at the end of 1954. By February 1955 it was 
580,000 including 100,000 in Hopei and 80,000 in Shantung. 
In spite of the extreme rapidity with which cooperatives 
have been formed since the beginning of 1954, there is 
evidence from official sources that all has not gone smoothly. 
The initial misgivings which peaSants naturally feel about 
being “cooperativized” were admitted by Peking. Peasant 
opposition has sometimes manifested itself in violence. 


Collectivization in the Soviet Union and Eastern Europe 
has created tensions serious enough to cancel out any ad- 
vantages conferred by large-scale mechanizations of agricul- 
ture. The relative caution with which China is moving to- 
ward collectivization, proceeding redistribution to 
mutual aid teams, then to cooperatives, and finally to col- 
lectives and state farms, is designed to prevent if possible 
the occurrence of similar disasters in China. Though class 
distinctions have tended to reappear in rural China since 
“land reform,” the principle that excessive concentration of 
land ownership is a bad thing will be accepted by any 
government. The Nationalist government announced on 
October 31, 1952, that “peasants are guaranteed to retain 
their land distributed by the Communists when the main- 
land is recaptured.” In spite of occasional claims that 
China is now in a position to export food, she cannot afford 
any decrease in her food supply, or for that matter a 
failure to expand food production in proportion to the in- 
crease in her population. The annual per capita supply of 
grain was, officially estimated late in 1954 as 500 catties 
(about 650 lb., or less than 2 lb. per person per day). And 
yet, according to published data on the budget for 1954, 
agriculture, forestry, and water conservancy were allocated 
Only 11,942,900 million yuan (about US$500 million at the 
official valuation of the yuan), a sum which represents 
10.55 per cent of all funds allocated for “economic con-— 
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THE PROBLEM OF WORKING CAPITAL IN 
COMMUNIST CHINA 


By G. L. V. Hooton 


As part of the drive for economy the Chinese have 
now turned their attention to the amount of capital needed 
by enterprise in order merely to stay in current production. 
This is logical since economy is the need of the day and 
waste in construction projects is being vigorously attacked, 
there is every reason why extra capital locked up as reserves 
of working capital should be sorted out and channelled off 
to wherever there is more need of it. In this respect the 
economic planners point out that there are two fields where 
working capital is used:— in the sphere of production and 
in the sphere of circulation. Capital in the sphere of pro- 
duction is divided into fixed capital and circulating capital, 
while capital in the sphere of circulation is termed the ‘basic 
circulating capital’ or the ‘eycle of turnover’. The circulat- 
ing capital of an enterprise circulates in three conditions :— 


(1) The reserve stage of circulating capital i.e. before 
production, in the form of stores, raw materials, fuel, tools, 
and equipment reserved for use. 


struction” and less than 5 per cent of all budgetary ex- 
penditure. This amounts, in short, to an investment of about 
US$1 per person on behalf of the rural population. 
This is almost the same as the projected annual per capita 
expenditure on agriculture in the Republic of India during 
her Five Year Plan (1951-56), but India is sparing her 
peasantry the shock of collectivization. 


It seems very unlikely that the Soviet Union can or 
will grant China enough funds or technical assistance to 
make much impression on China’s low agricultural producti- 
vity. Instances have been reported of gifts by the Soviet 
government of agricultural equipment, but the very publici- 
ty given to these donations makes it probable that they are 
not made often. In 1954, for example, the Soviet govern- 
ment is said to have donated 98 tractors, 100 combine- 
harvesters, 39 trucks and trailers, 120 tractor-drawn grain 
sowers, 2,000 other pieces of machinery, 14 machine tools, 
2 electric welding sets, equipment for a 220 kw. power 
station, 13 radio sets, a 100-telephone switchboard, and a 
mobile film projector, as well as lending the Services of a 
team of experts and paying their living expenses while 
they taught the Chinese to operate this equipment. The 
latter was to be used, significantly enough, on a 5,000-acre 
state grain farm to be eStablished near Chiamussu, in north- 
eastern Manchuria, an area from which grain has’ been 
exported to the Soviet Union since 1949. Considerations of 
this kind, rather than any genuine Soviet goodwill for the 
Chinese peasant, could have motivated the gift; it would be 
absurd to expect it to be repeated on a scale large enough 
to affect the agricultural situation in China. In view of 
the People’s Government’s small investment in agriculture 
(in relation to the population and problems involved), the 
slight likelihood of any substantial aid from the Soviet 
Union, and the tensions and dislocation which collectiviza- 
tion normally produces in a peasant society, it seems very 
unlikely that China’s food supply will show any large in- 
crease during the coming years. Collectivization, however, 
will greatly strengthen the regime’s control over what food 
there is and over the peasants who produce it, and that is 
the real objective. 


(2) Stage of production which covers the period when 
materials are used for production up to finished goods. 


(3) The stage of circulation i.e. it covers the period 


from when the goods are sold up to receipt of payment for | 


the goods. 


The first two stages belong to production and the 
later to circulation. At this point there seems to be con- 
fusion for one line has it that only capital in the later 
stage should be reduced to a minimum while the sphere of 
production should take all it needed, another article takes 
the view that production should keep its capital down to a 


minimum by careful calculation of the period of supply, and © 


it now seems likely that new prominence is being given 
to calculations of targets working capital as a measure to 
cut down the stockpiling of raw materials which seems to 
be widespread and is the method enterprises have adopted 
to protect themselves should dislocations occur—and it would 
seem that such dislocations were until quite recently very 
common. 


As usual the model for measures to be taken in this 
field is the Soviet Union. In the Soviet Union the sphere 


of production occupies about 80% of circulating capital and © 


the sphere of circulation occupies 20%. In Light Industry, 
for instance, weaving the sphere of production occupies 75% 
of circulating capital and the sphere of circulation occupies 
25% which is considered by the Chinese as a satisfactory 
point of aim and is used for comparison with capitalist 
economies for instance the U.S.A. where it is alleged, “Heavy 
industry such as steel and iron, machinery etc. has a sphere 
of production occupying 20%—23% of circulating capital. 
In the sphere of circulation, the circulating capital (in- 
cluding cash, bank deposits, stocks and bonds, drafts and 
accounts receivable), occupies 75% to 80%”. “We can 
therefore understand that the productive rate of socialist 
enterprise is far higher than that of capitalistic countries!” 
Such a statement is a good example of how facts without 
a background of economic information on the Western World 
can lead the Communists to absurd misinterpretations. But 
should such statements not satisfy an explanation is supplied, 
“Perhaps someone may ask since the Americans know that 
if they spend more capital in the sphere of production the 


productive rate will be raised, why then do they not do — 
This may be answered from the objective point of | 
view; under the capitalistic enterprise in a capitalist econo- | 


that? 


mic system there is no planned production, the state of 


production is in anarchy, the goods produced by each enter- | 


prise are not in response to the demands of society, thus 
finished products are piled up and this affects the turnover 
of circulating capital. The utilisation of capital in the 
socialistic enterprise is entirely different from this and has 
planned production and thus it can be proved that socialistic 
planned ecgnomics is far better than that of capitalistic 
economics.” The understanding of American productivity 
and variety is apparently meagre in New China. 

In order to avoid waste therefore there are various 
concepts put forward for calculated definition. In particuiar, 
it is stressed that a plant requires a ‘fixed amount or 
minimum amount of capital which is required to keep the 


enterprise in continuous production, supplying raw materials, — 
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tools and funds until such time as payments are received. 
The fixed amounts are calculated as follows: 


(1) The quantity for stores for the planning year. 

(2) The price of raw materials, and 

(3) The speed of turnover of materials circulating 
capital. 


For example, a machinery factory can produce one 
hundred machines and increase its production 100% the point 
the planning authorities are driving home is that though 
there may be increased purchase of materials circulating 
capital need not necessarily be increased by 100% as perhaps 
the turnover of basic and material circulating capital may 
be accelerated and thus no proportional increase be re- 
quired. The method of working out the fixed amount of 
circulating capital depends upon the price of material, ‘the 
interval of supply’ and the quantity purchased. The material 
required to keep a plant in continuous operation is termed 
the ‘traditional’ reserve of materials and is lower in State 
Enterprises than in ‘Public-Private’, and private enterprises. 
Because State Enterprises can enter into direct negotiations 
and contracts with the suppliers, whereas the other types 
must depend on contracts for supply signed with one or 
other of the National Trading Companies and it is frankly 
admitted that this is a less reliable method and therefore 
these enterprises can rightfully pile up reserves because of 
the irregularity of their supplies. Normally if, for example, 
cotton wool is required and a plant requires 50 piculs per 
day and this is purchased every three days so 150 piculs 
of cotton wool is required and the price of this is the 
capital required or the price of the ‘traditional’ reserve. If 
the interval of purchase is 10 days then it is the price of 
500 piculs. It is obvious that the shorter the interval 
between purchases the smaller the amount of circulating 
capital needed. Firms are urged to fix a minimum intervai 
convenient but with the consideration in mind that there 
might be some delay in transportation. To cover this enter- 
prises are allowed besides the ‘traditional’ reserve and ‘in- 
surance’ reServe, a fixed minimum amount or ‘reserve in 
transit’. The formula for the fixing of the circulating capital 
for the reserves of material is that the fixed amount of 
funds in materials equals the quantity for average daily con- 
sumption multiplied by the interval of days between pur- 
chases plus insurance reserve (days) plus daily supplies in 
transit multiplied by estimated price of materials. 


In calculating the turnover of circulating capital, the 
basis for calculation is the inventory appearing on the 
balance sheet up to 3lst December in every planning period. 
If the figures were for shorter periods variations found in 
practice would make the situation awkward, thus the average 
twelve monthly figure is always used. 


It is at this point that dispute interferes and it seems 
that the basis of the calculation of rate of turnover varies 
throughout China. An article in the Shanghai Industry and 
Commerce Magazine of 1953 uses income minus tax as total 
turnover in the formula 


Total turnover of Circulating Capital 
Average stock of Circulating Capital 


Rate of Turnover = 


and thus the materials of a coal factory which has an 
average stock of coal of 10 tons at Y10 and with a sales 
income minus tax of Y200 the turnover rate for materials 
capital would be 20 and the number of days for each turn- 
over 

Calendar days 

Times of Turnover 


In this case with a 360 day year the turnover period would 
be calculated at 18 days. The turnover rate for unfixed 
amounts and total circulating capital can be calculated in 
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the same way. Under this method the amount of circulating 
capital in the sales of a certain value of goods is calculated by 


Average balance of circulating capital 
Total amount of sales minus tax 


The whole basis of the calculations was however disputed 
in articles towards the end of 1953 when in fact the ques- 
tion of circulating capital arose with the shortage of funds 
for investment and the tighter planning of the first year of 
the Five Year Plan. The question of calculating capital re- 
quirements was apparently within the sphere of topics upon 
which the party line had not been laid down and was thus 
open to discussion. The dispute was between two _ con- 
testants, Comrade Hoh Tung and Comrade Yuan Po Lin, and 
was carried at length in the Tientsin Ta Kung Pao, perhaps 
the newspaper most interested in economic affairs in China. 
The whole discussion was carried on in approved dialec- 
tical style. Comrade Hoh presented his theses, Comrade 
Yuan Po Lin the antitheses, and the newspaper itself pro- 
vided syntheses and criticism of the two earlier positions. 
Comrade Hoh objected to the calculation of the rate of turn- 
over on the basis of actual cost since if an enterprise re- 
duced its cost of production then the rate of turnover be- 
came slower. Comrade Hoh suggested that it should be 
calculated on the basis of volume of actual sales at wholesale 
prices. Comrade Yuan however pointed out that wholesale 
prices contained planned profit which was an amount 
varying between industries and thus the rate of turnover if 
calculated on this basis would partly be affected by adminis- 
trative decision; to prove his point he quoted the following 
example. Two factories A and B with equal circulating 
capital of Y10,000,000 both calculating on the basis of cost 
of production, the production and sales of Factory A $50,- 
000,000,000 with a profit of 10%. Factory B $52,000,000,- 
000 with a profit of 2%. Then the turnover rate is:— 


50,000,000,000. 
10,000,000,000 
Turnover of rate of Factory B = 3508 ab6 550 = 5.2 times 
The wholesale price of Factory A = Y50,000,000,000 plus 10% 
= Y55,000,000,000 
The wholesale price of Factory B = Y52,000,000,000 plus 2% 
= Y53,040,000,000 
55,000,000,000 
10,000,000,000 
= 5.5 times 
53,040,000,000 
10,000,000,000 
= 5.304 times 
When the rate is caleulated on wholesale price one is led to 
believe that A’s turnover is more rapid but in fact B’s utilisa- 
tion of capital is better as circulating capital is the same 
but this factory has the larger volume of sales. 


Turnover of rate of Factory A = = 5 times 


Then the rate of turnover of Factory A = 


Then the rate of turnover of Factory B = 


Withdrawal of Funds 


In point of fact the most important part of Comrade 
Yuan’s argument is that he sees, whereas Hoh does not, that 
with a decrease in cost the turnover need not show a reduc- 
tion in speed; instead the state can withdraw unnecessary 
funds and invest them elsewhere. But how much should 
be taken is a question not fully discussed. 


Synthesis 


The Tientsin Ta Kung Pao summarised and clarified 
the position agreeing with Yuan on the above point that the 
turnover rate should be calculated, “according to the ratio 
of its volume of service,” not on the ratio of turnover of 
the money concerned in the whole transaction. Neverthe- 
less the paper criticised Yuan on certain minor points; for 
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instance, he had omitted to say whether his two enterprises 
produced the same goods. 


The Russian System 


During this controversy in the Ta Kung Pao the news- 
paper saw fit to print in considerable detail the Russian 
system with regard to working capital and Subsequent re- 
ferences to adopting Russian methods would seem to indicate 
that the method outlined is now being adopted in China. 


The Russian system is that when materials are dis- 
patched to the consumer invoices are also sent and usually 
arrive well ahead of the goods. On receipt of the invoice 
the manager accrues funds Sufficient for payment, as in the 
system already outlined and obviously copied from Russian 
experience; a reserve is allowed for the period of supply and 
for an insurance Supply in case of delay in delivery. The 
Soviet system lays stress on the calculation of a target for 
goods in process which is mainly determined by the period 
of production. The method of calculation of the target of 
goods in process depends on three steps. 

1) The calculation of the average cost of goods in 
process during the productive process. 

2) The calculation of the co-efficient of goods in pro- 


cess according to the average cost of production for goods 
in process. 


Payment Fiscal 
Year 1953 

80,000 
14,000 
4) Parts for daily repair ..... 
5) Low value goods ..... 
6) Goods in process ....... 10,800 
95,000 


The co-efficient of goods in process = 
average cost of production of goods in process 
The planned cost of goods in process 


3) The calculation of the target of goods in process 
which (according to the co-efficient of goods in process) 
expressed by number of days = period of production multi- 
plied by co-efficient of goods in process. 

An example clarified the technique as folllows:— An 
article A produced by factory X costs Y40 to produce 
with a production period of 3 days. The expenses for the 
first day being Y25, for the second Y10 and the third Y5. 


Period of Prod. Cost of Production Daily Cost at end Average cost of 
at beginning of day Expenses of day food per day 
Ist day 0 25 25 12.5 
2nd day 25 10 35 30 
3rd day 35 5 40 37.5 


The total average cost of production is 12.5 plus 30 plus 
37.5 = 80 and the average cost of production for each unit 
in process is 80 divided by 3 = 26.7. A variation is tabulated 
as follows:— | 


Istday 2ndday 3rdday 4thday 5thday 6thday T7thday 


12.5 30 37.5 
12.5 30 37.5 
12.5 30 37.5 
12.5 30 37.5 
12.5 30 37.5 
12.5 30 


12.5 
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This completes the calculation of step one—average 
cost. It is obvious the target of capital spent on goods 
in process must be smaller than the cost of production, so 
the next step is to calculate the co-efficient of goods in 
process. If planned cost of production of finished goods 
is 40 then the co-efficient is ore = 0.67 so average cost of 
production is only equal to 67% of planned cost, thus the 
target of goods in process expressed in days is 3 x 67% = 2. 
This target in the case of goods of low value, or easily 
damaged goods, presents great difficulties and is usually cal- 
culated in terms of money. The target of circulating capital 
expressed in the number of days will show how long sup- 
plies will last out. In cases of constantly increasing produc- 
tion calculations are based on the 4th quarter of the year 
because as this is the most important quarter then should 
more circulating capital be needed it can be Set by a short 
term credit from the National Bank. Tabulation of the total 
result for each item used in production gives a sum of 
circulating capital necessary for smooth running and should 
an enterprise have been allotted Y13,800 in the last year 
then in the next year with a target of Y18,480 it will re- 
quire an extra Y4,680. The increased portion is known as 
“the increased target of circulating capital”. 


The following table is for the purposes of clarifying 
the situation. 


Payment 4th 

Quarter, Daily Payment Target Ex- Target in 
Fiscal Yr.1953 (per 92 days) pressed in days money 

32,200 350 18 6,300 

4,600 50 30 1,500 

16,560 180 20 3,600 
500 

450 

36,800 400 8 3,200 

34,960 380 6 2,280 
650 

18,480 


The Significance of the Target for Circulating Capital 


The significance of the system of working out a target 
for working capital is considerable. To begin with, the 
Chinese do not understand the economics of a society pro- 
ducing a large quantity and variety of luxury goods. The 
Chinese economy is strained to produce essentials, goods do 
not pile up in godowns. To produce essential goods to de- 
velop industry and satisfy consumption of a direct nature the 
Chinese need to economise in every possible way and if the 
funds of enterprises be idle instead of being invested in 
new plant this is an obvious waste. The Chinese need are 
conscious of cost they quote for example that it costs 
Y1,800,000,000—Y2,000,000,000 to build a _ steel combine 
capable of producing 13 million tons per annum; most 
Chinese planners seem to be able to quote costs of various 
types of industry at short notice and are aware of the 
total benefits of small economies in existing enterprises. 
Almost as important as the consideration is the fact that 
many enterprises have been keeping ‘huge reserves’ of 
materials in case of eventualities. In the case of the Minis- 
try of Heavy Industry it was disclosed that enterprises under 


this ministry had overstocked Y50,000,000 of raw materials 
The raw materia] situation has been fairly terious 
for some years, and the circulating capital target which must 


in 1955. 


be annually improved is a means of making overstocked 


units disgorge at least gradually and in this way ease the 


situation. 
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NEW PATTERNS OF WORLD TRADE AND FINANCE 


By Guenter Reimann 


There was a time when international trade relied chiefly 
on payments in Sterling and the City of London functioned 
as the international center of foreign trade financing. Sach 
an international financial center no longer exists. The vision 
that New York would supersede the City of London and 
that the dollar would replace the role of Sterling is un- 
realistic, nor will the Pound Sterling ever regain its former 
role. The unity of the world economy as it developed 
during the 19th century, with Western Europe as the indus- 
trial world center and the City of London as the world’s 
financial metropolis, is a thing of the past. A geographical 
shift of these centers is not feasible. Instead, we are now 
at the beginning of a new era: a greater diversification of 
world trade and production, based on fuller industrializa- 
tion of all parts of the world, and a new type of industriali- 
zation with features which will defy old traditional patterns 
of world trade. This is a very long and painful process. 
It will not end in our generation. The socalled underde- 
veloped countries which now insist on their share in new 
advanced techniques cannot copy the old type of indus- 
trialization which developed in the Western world and which, 
by the way, has been copied more or less by Russia. The 
old international division of labor which made nineteenth 
century international finance relatively harmonious and the 
City of London an effective world center has disintegrated 
while a new basis for stable international economic coopera- 
tion has not yet been found. Therefore we are moving 
from one temporary and emergency solution of interna- 
tional balance of payments difficulties to other temporary 
solutions. We have to live with them in our time, and many 
business men may discover that they can expand and pro- 
sper with them. 

During a long intermediary period, I visualize the 
formation of several currency blocs. They will not have 
definite frontiers, with fluctuating rates and various degrees 
of convertibility within the group area, and a multiplicity of 
conversion possibilities at various rates. At present, we may 
distinguish between the following currency areas:— 


(1) The hard currency or dollar area. 

(2) The Sterling bloc area. 

(3) The EPU area (in part combined with the Ster- 
ling bloc area and some Latin-American countries). 


(4) Bilateral Clearing countries (in part combined 
with areas 2 and 3). 


(5) The Russian-Chinese Communist area. 


Only the Communist area will have definite boundaries 
with fixed coordinated foreign payments rules. However, 
the “clearing agreements” among the Communist countries 
are not always functioning and are often used in such a 
one-sided way that they curtail economic exchange even 
among the members of the area. As a result, behind-the- 
scene exchange .opportunities emerge for countries outside 
the bloc at various rates of exchange. 

The Sterling bloc area is no longer a closely-knit bloc. 
Some members are establishing relations with outside coun- 


tries which reduce the role of London as the center of the 
bloc. 


Inroads on Economic Nationalism 


In this era of transition, we cannot expect economic 
nationalism to disappear merely because the _ theoretical 


economist points out the advantages of free exchange of 
goods and an international division of labor. For the same 
reason, we may observe the emergence of several financial 
world centers and foreign exchange’ markets in New York, 
Zurich, Amsterdam-Rotterdam, Hongkong, with the old City 
of London havnig a back-seat driver’s role. In New York, 
all private banks are now under pressure to extend the scope 
of their activities on behalf of the American foreign trader. 
What Washington is doing by insuring the American foreign 
trader against foreign exchange or political risks covers only 
a small part of foreign trade activities. Besides, private 
enterprise, also in the sphere of banking and finance can 
act faster and is more able to meet individual requirements 
than a government agency. 


You will still have to find solutions for the problem: 
How to get dollars from customers in soft currency countries 
—how to get funds converted into dollars and at what rate? 
In most countries foreign exchange controls persist and you 
may have to take risks which cannot be easily calculated. 
The problem would be easy if you could rely on promises of 
an early return to complete international freedom of foreign 
exchange and freedom of transfers or convertibility at fixed 
rates. I agree that much progress has been made in these 
respects since the end of the war. But the vista of an early 
return to full convertibility of soft currencies or new 
freedom of transfers on an international scale—at least 
within the Western world—will not be realized for a long 
time. In fact, there is a serious danger that much of the 
progress we have made in recent years will be erased because 
of new monetary and foreign exchange difficulties in for- 
eign countries, including the Sterling bloc. We may only 
later realize how far the progress towards convertibility in 
the past relied on governmental dollar aid and on special 
temporary Situations, i.e. the Korea boom. 


A New Balancing of International Payments 


With the ending of this era, a new balancing of inter- 
national payments is necessary. Very soon we may find out 
that most countries are not prepared for a return to some 
kind of peace-time normalcy in world trade and international 
finance. They cannot earn enough foreign exchange in 
order to finance vital imports and meet other foreign financial 
obligations. They cannot adjust themselves to new situa- 
tions on world markets, or only at the cost of a painful 
transformation which may create grave inner political diffi- 
culties to them. 


This also applies to the need for an adjustment of 
unrealistic rates of exchange. It is easy to advise those 
countries where monetary values have been inflated far more 
than in the United States and where official parity rates. 
are unrealistic to adjust their official currency rates. 


But such measures are a remedy only if the new rate 
can be kept stable and if a new balancing of international 


payments can be achieved. Otherwise, we are moving in a 
vicious circle. 


There is one thing they cannot do: Return to con- 
vertibility without having stopped inflationary processes and 
without adjusting rates of exchange realistically. I may re- 
fer here again to the international position of British Ster- 
ling. 
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Only a short time ago, it was a generally accepted view 
that Britain would be able to make Sterling convertible 
and restore freedom of foreign exchange for the City of 
London. Apparently, only one final step had to be taken 
after having eliminated most wartime and postwar controls 
of foreign trade. At the very moment when the City of 
London seems to resume its old role a new danger period is 
starting for the international position of the British Pound. 
Another devaluation of Sterling may come as a deliberate 
and calculated move. It will be designed to improve Bri- 
tain’s balance of trade and of payments at the very time 
when convertibility is being decided. It is true that Britain 
has relatively large dollar and gold reserves. But past ex- 
periences have proved the point that it is better to act 
at a time of strength than of weakness. British authorities 
are aware of the deterioration of underlying conditions which 
may easily lead to a shrinkage of current reserves. With 
peace conditions spreading and costs of production in Britain 
rising more competitive difficulties in international trade 
will have to be expected. 


The Exchange Rates of Sterling 


Current trends and events justify the view that Sterling 
rates as used in international trade may have to be lowered, 
indirectly or directly, depending on the extent to which 
Britain will rely on new restrictions or on relative freedom 
of trade. The pressure to devalue the Pound is stronger 
in Australia than in Great Britain. Leading commercial and 
industrial circles in Australia feel that they would benefit 
from more freedcm of exchange than what is being permitted 
by London. Their ability to attract dollar investment funds 
would improve if their currency would be convertible. They 
know that freedom of exchange cannot be introduced at 
the present parity level without deflationary measures so 
drastic that only a very strong government would dare to 
follow such a course of action. This would also mean a 
reduction in wage levels. But political pressures against 
such a policy are too strong. It is unrealistic to assume 
that credit squeeze and other deflationary measures will go 
so far that wages will be substantially reduced, perhaps 
under the pressure of new mass unemployment. The rise 
of wage levels still continues, in particular in Great Britain, 
but also in other soft currency countries. 


Inflationary pressures are even stronger in Latin- 
America than in Europe. In Brazil and Argentina, Bolivia, 
Chile, Colombia, Paraguay, free market rates of exchange 
are only a fraction of official parities. But it is also unlikely 
to believe that the rates will be adjusted in accordance with 
their true values and that inflationary processes will end 

shortly. 


_ We now have a world-wide trend of progressing con- 
vertibility in soft currency countries but at the same time 
balance of payment difficulties still exist and are increasing. 
We should not expect a return to the old forms of foreign 
exchange controls and restrictions. Instead the authorities 
tolerate new unusual forms of payments, together with 
restrictions of imports and the establishment of a variety 
of rates of exchange, sometimes on a group area basis with 
free markets and fluctuating rates which are substantially 
below official parity levels. Such free markets make it pos- 
sible to convert currencies freely, but at rates which may be 
prohibitive for the importer while they grant a _ special 
incentive of the foreign investor. 


Many countries have used these possibilities of import 
restrictions and multiple or fluctuating rates in order to 
balance their foreign payments and in order to participate 
in the progress towards convertibility. Even weak currencies 
may be made convertible in such a way. Then private en- 
terprise will be offered opportunities to act within freedom 
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of exchange but under rules which necessitate many unusual 
forms of payments. 


An Overriding Trend | 


We may observe an overriding trend in international 
trade and finance. Orthodox forms of payments, as were 
usual in prewar times, are becoming unusual and form a 
pattern of the past rather than of the future. What ap- 
peared to be unusual and exceptional tends to become the 
new pattern of international payments, and even if they 
are only of a transitory nature, they will lead to a system 
quite unlike the one of pre-1914 days. 

It seems to be at least an experience of our generation 
that we can no longer rely on stable currency values or on 
straight payments in dollars and transfer freedom in the 
greater part of the world. But it also is a matter of fact 
that only a relatively small number of business executives 
or bankers are fully experienced in the use of the new 
financial techniques and are prepared to benefit fully from 
them. Some governments more than others have seen to it 
that their countries benefit especially from such a deve- 
lopment. Other governments officially frown upon the use 
of apparently unusual forms of payment. I may refer, for 
example, to the international switch trade. I may State 
without any exaggeration that by opening up the facilities 
for extensive international switch trade via Amsterdam and 
Rotterdam, a basic condition for the quick postwar recovery 
of Holland was created. Transit trade in Amsterdam and 
Rotterdam flourished while it was insignificant in London, 
with the financial recovery, more freedom of exchange has 
been restored than in other European countries, except Swit- 
zerland. But the final step into complete convertibility can- 
not be taken for the time being even in Holland. 

Unorthodox forms of international payments are again 
being used on an enlarged scale together with the emer- 
gence of new foreign exchange difficulties in many countries, 
and also with the drive for more foreign trade.—beyond the 
scope of available monetary means of payments in the soft 
currency area. 

Dollar aid and increased foreign commercial credits and 
new exports of capital will probably make it possible for 
most soft currency countries to balance their international 
payments, perhaps also by sacrificing part of their foreign 
exchange and gold reserves in 1955. But this stage will end 
with the urgent need to adjust official currency values and 
to find a new basis for a balancing of international pay- 
ments. Then the disposal of commodity surpluses will ap- 
pear as especially neceSsary for certain countries. The im- 
pact on commodity prices may be serious. I am also con- 
vinced that in most soft currency countries, the authorities 
will seek to defend the international position of their indus- 
tries and their competitive commodity trades. Then respon- 
sible authorities will give more leeway and freedom for forms 
of payments and transactions which are unusual] from the 
viewpoint of the theoretician, who thinks in terms of ortho- 
dox monetary policies. 

Unusual forms of payments accomplish something that 
is neceSsary in order to continue world trade and exchange 
of goods and the flow of capital. Life must go on even if 
official rules seem to make it impossible. When economic 
life seems to come to a standstill because of unrealistic 
rates or restrictive rules, the authorities will tolerate, then 
authorize and finally officially legalize unorthodox payments. 

We have observed this sequence in many countries and 
many times. The belief usually prevails that this will end 
after a short intermediary period with normal unrestricted 
so-called usual forms of payments. But this requires an 
end of inflation and freedom of trade at realistic rates of 
exchange. Unfortunately, we are not living in such a world 
today and we may not have a chance to see it happen in our 
time. 
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Transition Period 


This is a period of transition. It will end with a new 
structure of world economy. It may be sufficient here to 
state that we shall not return to the old pattern of world 
trade and finance, and that we have to make ourselves 
fully acquainted with the forms of payment which make it 
possible to continue and to extend international trade and 
finance. 

I cannot quote a book of reference on the new com- 
mercial and financial system. It is too new and also has 
been considered as too unusual to be treated in scholarly 
books. I shall give a short summary of the new forms of 
payments. You may knéw the saying: “Why make it 
simple when you can make it complicated?” Why take 
American machines to Belgium when you sell them to Japan? 
Or why pay to Yugoslavia when you buy from Brazil and 
owe money to them? But often it is easier and also more 
profitable to make it complicated than simple. 


Types of Unusual Payments 


The basic new types of unusual payments which are 
now in practical use may be described as follows: 


(1) Clearing and Switch Exchange. Its use has some- 
what declined in international trade during the last year. 
But it still plays a considerable role in many payments 
arrangements and in trade with Japan, Taiwan, Brazil, 
Argentina, Chile, Indonesia, Yugoslavia, Turkey and Israel. 
Clearing exchange funds derive from bilateral payments 
agreements, whereby two countries agree to settle com- 
mercial payments on clearing accounts, with a maximum 
credit balance or swing in favor of either party. Excess 
deficits are to be paid in gold or hard currency. But the 
debtor country usually finds it difficult or disadvantageous 
to pay gold and hard currency. Then imports of the debtor 
from the creditor country would have to be restricted or 
exports from the debtor to the creditor country would have 
to be increased. This often is not in the interest of the 
two countries or simply impossible. Then . . you may 
benefit from such a Situation. You may be offered pay- 
ment in clearing surplus funds by a country which has such 
clearing funds available and which does not want to import 
your goods against payment in dollars. You are able to 
accept such payments if you can convert the funds into 
dollars. This is being done by the switch trader or banker. 
But you will have to consider that these clearing funds will 
be converted into dollars only at a premium for the dollar 
or a discount for the soft currency. In other cases, a clearing 
country may agree to Sell its products against receipt of 
clearing funds though the final destination of the goods is 
the dollar area. In such a case, you are able to purchase 
the foreign commodity at a discount because you can acquire 
the clearing funds at a discount with your dollars. A 
practical example: 


Japanese steel products are imported into the United 
States in the following manner: Formosa had a substantial 
credit balance within the clearing Formosa-Japan. She was 
in need of U.S. dollar funds. Formosan firms have been 
authorized to negotiate with the American importer of the 
Japanese steel products to make a payment to Japan within 
the Formosan-Japanese clearing, in return for a payment 
from the United States to Formosa. The Formosan firm 
was permitted to grant a substantial discount for the 
Formosan-Japanese clearing (about 5%). As a result, the 
American importer was able to purchase the Japanese steel 
products at the above discount. The transaction was made 
on a back-to-back Letter of Credit basis. A US L/C was 
opened to Formosa for the amount agreed less the discount, 
and on the basis of the U.S. dollar L/C, a clearing L/C for 
the full value was opened by Formosa to Japan. 
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It is necessary to make special arrangements for such 
transactions in accordance with official regulations. Very 
often, it depends on your own initiatives or the ingenuity 
of your foreign correspondent whether foreign consent is 
requested for transactions which are in the interest of the 
foreign country and your own, too, and which can be 
arranged in a legitimate way. There are switch firms which 
make all necessary arrangements or which buy and sell 
clearing funds at a rate. 

Much has been said and written against bilateral agree- 
ments and switch deals. The critics point out the need 
for multilateral trade and multilateral payments facilities. 
The argument reminds mé of someone who preached that 
there should be sunshine when it is raining. The problem 
is what can be done about it and also about the underlying 
reasons for the fact that it is raining. Bilateral payments 
agreements were and usually are an emergency solution as 
the result of the inability of one country to offer payments 
in any acceptable currency, and of the other country to 
sell its products on a traditional export market against re- 
ceipt of acceptable or convertible funds. It is perfectly 
true that these bilateral agreements violate the spirit of 
world trade. But no foreign trade at all is not a solution 
of the problem. Switch deals, on the other hand, permit 
the multilateral use of bilateral clearing funds, and the more 
such deals are made possible, the easier it becomes for the 
clearing countries to settle their clearing balances and to 
return to multilateral trading and payments. 


(2) Private clearings or commodity exchange accounts. 
I introduced this term in order to define a domestic account 
which originates from payment in the currency of the im- 
porting country where the exporter can use the account 
only in order to finance the purchase and shipment of export 
goods. Often, the type of goods which may be purchased 
with.such an account is specifically fixed. The export pro- 
ceeds will be available in order to pay the original exporter 
of the goods. It often happens that the export goods of 
the debtor country are over-priced. In such a case, the 
owner Of the commodity exchange accounts will have to 
carry a loss when he sells the export products abroad. He 
does not necessarily have to be the importer himself. He 
may simplify his task by selling the funds to other parties 
which are in the trade—for instance, American importers of 
the corresponding commodities. But such funds will have 
to be sold at a discount sufficient in order to. make over- 
priced foreign goods competitive. These discounts or losses 
are usually more than compensated by the profit made in 
the first part of the transaction. Many firms realized a 
very handsome profit after having deducted the loss from 
the discount to be granted for the disposal of the com- 
modity clearing exchange funds. 

Here is a practical experience: One of my clients, a 
banking and commercial institution, asked me to help them 
with a proposal to be made to a certain country in South- 
East Asia. The government had surplus products and not 
enough dollar funds in order to pay for vital imports. The 
Government could not adjust the rate of exchange in view 
of inflated domestic price levels. According to my plan it 
was possible for the American company to finance exports 
of capital goods to the country on a large scale. Payment 
was made in domestic accounts of the soft currency country. 
‘The Government had to permit the use of these accounts 
for the purchase of their export goods which could be sold 
in the United States and the proceeds were available to the 
American firm. These accounts could also be sold to in- 
terested American import firms, but this had to be done 
at a heavy discount in order to make the export goods com- 
petitive. The loss was made up for the sale in the first part 
of the transaction—sale of the capital goods to the Pacific 
area country. The Government itself indicated that it pre- 
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ferred this procedure because it found it inopportune to 
adjust the domestic price for the export product or the 
rate of exchange. 


(3) At present, many countries seek to promote sales 
of their surplus goods or to make their surplus goods 
more fully competitive through “link deals.” They usually 
compel the supplier of a hard currency commodity to buy 
a certain amount of export goods for sale on the world 
markets. Here is a practical example: Restricted special 
accounts in Cuba to be used exclusively for export of sugar 
will be converted into hard currency by offering sugar at 
a discount of about 1%. The interested group is financing 
the contract of a French industrial corporation with Cuba. 
Twice the amount of the contract must be taken by the 
French group in the form of surplus sugar ($17 million—50% 
this year, 25% one year later, 25% another year later). 
The commission enables the financial organization to cover 
the loss from Sale of sugar at a discount, 


(4) Barter and Compensation deals. The authorities 
of a country which is in urgent need of certain import arti- 
cles and which has not the means of payment will offer pay- 
ment in kind, i.e. with export products. You may not want 
to handle the disposal of such goods because you are not 
familiar with the market for them. In such a case, you 
may make arrangements for the transfer of your claim 
for counter-supplies from the other country to an importer 
of the commodity. He will have to pay you the dollars 
you expected to get for your original sale. But you may 
have to act on the basis of a barter rate of exchange with 
a discount for the foreign currency in order to make the 
sale of an overpriced foreign commodity attractive. Such 
barter or compensation deals are again becoming fashionable 
in support of the disposal of highly competitive surplus ex- 
port goods. 


(5) Use of blocked funds in commercial transactions. 
In many cases, foreign governments will be willing to tolerate 
or authorize the use of blocked funds for payments in com- 
mercial] transactions. The owner of the blocked funds will 
be willing to finance the loss from such exports because this 
enables him to convert his foreign account. 


(6) Investment up-valuation export accounts. 
There are many countries in the world with strict foreign 
exchange controls and perhaps unstable currencies. On 
first sight it may be too risky to export goods to such coun- 
tries without payment in dollars. Yet, you may consider 
to leave the proceeds in such a country as an investment, 
with excellent speculative possibilities. In such a country 
a used machine which has to be written off in the United 
States may regain a Substantial investment value, many 
times the price it would have at home, and the returns may 
be very substantial. There may also be chances for a 
liberalization of transfer rules at a later date. You will 
find it interesting to export such capital goods as a long- 
term investor who seems to take a great foreign exchange 
risk, who actually, however, is able to upvalue a lost 
asset so much that the real foreign exchange or currency 
risk becomes negligible. I know of countries where Ameri- 
can investors have built up a great stake without a heavy 
financial risk though restricted transfers are possible only 
at rates which seem to be prohibitive to the foreign trader. 


Unusual forms of payments and finance are now in- 
creasingly used as competitive weapons. The bureaucrat in 
the government of a soft currency country may not be able 
to introduce new laws which would help to move overpriced 
domestic surplus stocks or to finance additional imports. But 
he may listen to proposals which circumvent these difficulties 
and which are helpful to the country. 


bi This is a great opportunity for the ingenious imagina- 
tive expert who may have the inventor’s spirit in the old 
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JAPAN’S INTERNAL AND EXTERNAL OUTLOOK 


By an Asian Observer (Colombo) 


For Japan, with a long history extending over 2,000 
years back into the dim past, last August marked another 
milestone; August 15 saw the end of a fateful decade which 
in many respects had changed the face of Japan. In these 
ten years, Japan’s haughty and ruthless militarism had fallen 
—for good in the view of many people—and the seeds of 
democracy planted, the country had gone through an un- 
precedented foreign military occupation, the Emperor had 
come down from a living god to an ordinary human, the 
occupation ended and sovereignty was regained by the coun- 
try. Other changes also had taken place. The face of 
Japan in 1955 was not what it was intended to be at the 
end of the war in 1945. Japan had been given a Constitu- 
tion by the Americans in which she banished for ever the 
use of force as an instrument of state policy. Less than 
ten years later, Japan was being urged and encouraged to 
revise the Constitution to do away with this provision. In 
1945, Japan was so completely deprived of its armed forces 
and armed potential that it could never think in terms of 
the military again. Yet, less than ten years later, Japan 
is not only being encouraged to build up its armed forces, 
but millions of dollars worth of American military equip- 
ment are being poured into the country to equip its armed 
forces. In 1945, Japan was an enemy of the Western Al- 
lies. Today, Japan is America’s biggest ally in the Pacific. 


When the Emperor announced Japan’s’ unconditional 
surrender on August 15, 1945, the country found itself 
completely exhausted. Seventy per cent. of the country’s 
productive facilities had been destroyed. What industries 
remained intact were idle for lack of motive power and raw 
materials. The people went about with a hungry look be- 
cause of the great food shortage which was not far from 
the famine level. Eight years of war, since Japan started 
fighting in China in 1937, had completely impoverished the 
country, tired the people physically and broken them down 
spiritually. The Occupation authorities, therefore, found 
the Japanese a Subservient people and had no difficulty in 
carrying out their edicts. Top wartime leaders and military 
men were arrested and charged with war crimes. Tens of 
thousands of others were purged from holding public office 
for having collaborated with the war effort. Many of the 
former were executed or sentenced to long prison terms. 
The Emperor was shorn of his powers and became merely 
the symbol of the state. - The educational system was 
changed and history books rewritten. The police were strip- 
ped of their powers. A land reform system was instituted 
and, for the first time, the absentee landlord lost his grip 
over the tenant farmer and the latter became his own 
master. Labour was permitted to organize and women got 
their suffrage for the first time. 


Meanwhile, industries slowly retraced their broken 
threads and started humming again. The early acute food 
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shortage was overcome with foodgrains imported by the 
Occupation authorities and domestic production slowly grew 
with the wartime manpower shortage alleviated: and sup- 
plies of fertilizers improved. The outbreak of the Korean 
War in 1950 was the turning point. The United States made 
an about-face in its policy to Japan and the latter, in effect, 
had overnight become a future ally from its erstwhile role 
of ex-enemy. 

One of the dominant features of this Occupation and 
post-occupation decade is the fact that the country has 
been dominated by conservative political forces throughout 
except for a brief spell in the immediate post-war period 
when a Socialist Government ruled the country. (Even 
this Socialist Government, however, was weak and failed 
to make any dent on the political structure of the country). 
These conservative forces are essentially capitalistic in na- 
ture. However, they have not been unmindful of the 
people’s social security and the welfare of labour. The 
growth of organized labour is one of the notable develop- 
ments of post-war Japan. Today, labour has a powerful 
voice with a force of six million in organized unions. The 
two Socialist parties have been gradually gaining strength 
until today, they hold more than one-third of the total 
seats in the Lower House of the Diet (Parliament). In one 
way, they hold a key position in that they can block the 
proposed revision of the Constitution which the conservative 
forces are seeking in order to make it legal for Japan to 
rearm. Any Constitutional revision must be approved by 
the Diet with a two-thirds majority, not by a simple majority. 
Present indications are that the Socialists will continue to 
gather strength. 

To counteract the growing influence of the Socialists 
and other leftist elements, the conservative political forces 
—now split into two groups—are trying to close their ranks 
and consolidate their position through a possible merger. 
Although the path to merger has many thorns before it, an 
eventual merger appears inevitable if the Conservatives do 
not want to lose power. The Socialists decided to reunite 
in face of the conServative onslaught. 

The boom created by the Korean War set Japan on 
the road to economic recovery. It was the biggest thing 
that could have happened to her industries. Till then, with 
their high costs of production resulting from superannuated 
equipment, Japanese industries had been attempting to re- 
capture their old export outlets abroad. The Korean boom 
changed this situation and brought markets to their door 
fronts. Hundreds of millions of dollars worth of orders 
began pouring in from the United States to meet the re- 
quirements of the war. American war orders plus the in- 
visible income derived from the money spent in Japan by 
troops going to or coming from the war front ran to an 
annual one billion dollars. The world-wide shortages caused 
by the war also came as a shot in the arm for normal ex- 
ports which were taken in spite of the high prices. 

The start of the era of prosperity thus began. This 
was in turn reflected in the standards of living which im- 
proved tremendously by 1953. In that year, although the 
cost of living continued to be high, the national income 
showed an increase of 70 per cent. When the Korean war ‘ 
ended in 1953, the burst came. American purchases in the. 
country fell on top of a drop in normal exports caused by a 
general lull which came about in the world market. The 
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balance of trade showed unfavourable figures. To remedy 
this situation, in October that year the government enforced 
a deflationary policy. As a result, the following year, 1954, 
was marked by a general recession in which the nation went 
through a period of distress and many small enterprises on 
the rocks. However, the deflationary policy had its good 
effects. It is still in force; prices are coming down further 
and the export situation improves. The economy as a whole 
is levelling off. For some time to come, there is likely to 
be neither a great improvement nor a great deterioration 
unless there is some great stimulus like a war boom. But 
this appears unlikely under the present world situation. The 
people’s standard of living has improved and reached the 
level of 1936, the year immediately before Japan launched 
the China war. The present per capita income of the nation 
stands at 160 dollars. 

In this great economic recovery in the last ten years, 
American aid has been a key factor. American aid to 
Japan since the beginning of the Occupation amounts to 
about two billion dollars of which Japan has to repay two- 
thirds. American aid alone would not have turned the trick 
were the hard and efficient work and intense application of 
the Japanese people to the task of rebuilding the country 
not there. 

What of the future? Which way will Japan go? En- 
lightened Japanese are convinced there is no possibility in 
the foreseeable future of a comeback by the rightist ele- 
ments. The rightists and the army are the rallying points 
for any movement to return Japan to the old path. Although 
the military is gradually growing, barring a great economic 
expansion, which is unlikely, the nation is not in a position 
to support a large military organization. On the other 
hand, the rightist elements have been so completely broken 
that their return to power is unlikely, although scattered 
groups are active here and there. There is little likelihood 
of any totalitarian influences finding suitable rallying points 
and getting the necesSary financial support to grow into a 
political force. The average Japanese has been enlightened 
sufficiently to resist the possible revival of totalitarianism. 

There is another aspect. As a nation, the Japanese are 
not known for their individualism. Through historical] cir- 
cumstances and long centuries of training, the group or herd 
mentality is very strong in them. As a race, they shirk 
taking reSponsibility and the average Japanese would rather 
that someone else took the responsibility and laid out his 
duties for him. Authority in any shape commands the im- 
plicit obedience of the Japanese. This was one of the rea- 
sons why the military could rally the entire nation behind 
them in the last war. The present democracy is only sur- 
face deep and is far from reaching the bottom yet. Thus, 
when a strong leader emerges on the scene, it would be an 
easy task for him to veer the nation away from the post- 
war experiment in democracy. The emergence of a dicta- 
torial leader could be expected in view of the fact that the 
Japanese people are used for centuries to being led and 
are happy to be led by a strong leader. 

In another sphere, the re-concentration of power in a 
few hands is going apace. This is in the return of the 
“zaibatsu” or cartels. Till the end of the war, the economy 
of the country was ‘concentrated in the hands of a few of 
these zaibatsu, such as Mitsui, Mitsubishi, Sumitomo and 
others. During the early years of the Occupation, these 
giant economic combines were broken into smaller units 
under the deconcentration policy of the United States which 
was based on the assumption that these cartels had been 
the motive force for Japan’s aggressive war. Behind this 
move was America’s policy to keep Japan weak. After 
the cartels were broken up an Anti-Monopoly Law was en- 
acted by the Japanese legislature at the instance of the 
Occupation authorities which would make it impossible for 
the eartels to be revived. After the Korean War and the 
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new American policy to build up Japan as an anti- 
Communist bastion, the Occupation authorities came to the 
conclusion that it was impossible to revive Japan with their 
earlier policy of fragmentation. Thus, three years ago, 
began the process of re-integration of the smaller com- 
mercial and industrial undertakings into larger units. 

With these developments in the political and economic 
spheres, there is a move afoot among the conservatives to 
effect a change in the status of the Emperor. In the imme- 
diate post-war period, the Emperor became the butt of 
scathing criticism from the Communists and other progres- 
sive elements and from labour. There were even demands 
that the institution of the Emperor be abolished. Despite 
these attacks, however, the Emperor with his quiet per- 
sonality commanded great respect and affection from the 
masses of the people. Later, with his tours of the country 
and the concern he showed for the welfare of the people, 
the Emperor greatly endeared himself to the Japanese as 
a whole. Under the present Constitution which came into 
effect in 1947, the Emperor lost all his earlier prerogatives 
as ruler of the country and his position was reduced to 
that of symbol of the unity of the people. In recent months, 
there has been a growing movement among conservative 
forces to revise the Constitution which would elevate the 
Emperor’s position from mere symbol of the unity of the 
people to that of head of State. 

Which way will Japan go in her foreign relations? In 
the last three years since Japan regained control of her 
own foreign affairs, her foreign policy has been pro-Western. 
Under the prime ministership of Shigeru Yoshida, the foreign 
policy was so completely identified with that of the United 
States that there was strong criticism that Japan had no 
independent foreign policy but was merely kowtowing to 
Washington. As the sense of independence and national 
pride grew gradually in the minds of the people the govern- 
ment came under the butt of attacks with demands for a 
more independent policy on the part of Japan. This feeling 
finally erupted into an all-out attack against the Yoshida 
Government and to its eventual fall last December. Mr. 
Hatoyama, who became Prime Minister following Mr. Yoshida, 
won the elections, which followed soon, on a platform calling 
for greater independence from the United States and for 
the resumption of normal diplomatic relations with the 
Soviet Union and Communist China. From the beginning, 
however, Hatoyama’s government has been a house divided. 
While Hatoyama calls for greater independence and a policy 
of friendship with both the United States and Soviet Russia, 
his Foreign Minister continues to emphasize the need for 
the closest cooperation with the United States and other 
countries of the West. On trade with Communist China, 
although great hopes were held out in the early days of 
Hatoyama’s regime for increased trade with the continent, 
the amount of goods actually interchanged has not amounted 
to much mainly because China is unwilling to buy-consumer 
goods from Japan while asking for capital goods which, 
however, are On the embargo list and to which Japan is 
compelled to subscribe as a nation receiving American eco- 
nomic and military assistance. The position continues that 
while Mr. Hatoyama is inclined to restore normal ties with 
the Soviet Union and Communist China even if it rubs the 
United States somewhat on the wrong side, Mr. Shige- 
mitsu, the Foreign Minister, is firmly opposed to any policy 
that will affect Japan’s close relations with that country. 
In her relations with the countries of South-East Asia, 
particularly those who are uncommitted to either the United 
States or Russia, Japan’s policy is one of friendship within 
the framework of her basic policy of friendship with the 
United States. Thus, unless there is some radical change 
in the international situation which reduces the existing 
tensions, Japan’s diplomatic orientation is likely to remain 
unchanged. 
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IN THE FAR EAST 


PART THREE 


INTERNATIONAL TRADE AND PAYMENTS 


1954 was a better year in regard to export earnings 
than 1953, chiefly because of substantial increases in earn- 
ings in the second half of the year. The improvement in 
the balance of trade during 1954 was also aided by a de- 
cline in imports. The rice exporting countries continued to 
face difficulties arising from surplus stocks and from the 
decline in rice prices. However, during the first half of 
1955, both Burma and Thailand exported very substantial 
quantities of rice, although at lower prices. An encourag- 
ing development in the rice trade in 1955 is the prospect 
of a substantial increase in export to Europe, mainly from 
Burma. There are also some signs, with the easing of rice 
supplies and fall in prices, of increases in rice consumption 
by countries which previously limited their use of rice, as 
well as signs of increased use of rice of lower grades as 
animal feed. 


The raw material exporting countries fared better than 
the rice exporting countries. The increase in rubber 
prices benefited Indonesia, Malaya and Ceylon; the tea boom 
greatly benefited India and Ceylon in 1954, though tea prices 
have declined sharply in 1955. In Pakistan, the reduced 
availability of raw cotton for export owing to increased 
consumption by the domestic industry was an important 
factor, although the 1954/55 crop was larger than that of 
1953/54 by 25,000 bales. The Philippines experienced a 
sharp fall in prices of coconut products, although there was 
a very substantial increase in export volume. 


Among the industrial exports, Japan registered a 
striking improvement in its foreign exchange position, mainly 
through a substantial increase in exports, thus arresting the 
highly unfavourable trend of the preceding two years. In 
India, export earnings in 1954 were larger, but imports were 
also higher and India’s trade and balance of payments posi- 
tion began to show the effect of rising development expendi- 
ture during the concluding year of the First Five-Year Plan, 
in the form of utilization of sterling balances. 


In China, trade in 1954 was reported to have reached 
a new high of Y8,487 million or about $3,400 million if 
converted at the official rate of exchange. Imports consisted 
mainly of producers goods from the USSR and eastern 
Europe, while exports were mainly food and other agri- 
cultural, mineral and handicraft products. 


These diverse trends in the trade of Far Eastern coun- 
tries are reflected in their gold and foreign exchange re- 
serves. Burma suffered a serious decline in foreign assets 
in 1954 and continued to do so in 1955, necessitating inten- 
sified import controls. Thailand’s gold and foreign assets, 
which declined sharply in the first half of 1954, showed 
some improvement during the period under review owing 
to stepped-up rice exports and foreign aid. Ceylon, Japan 
and Indonesia recorded increases in their foreign assets. 


Food Exporting Countries 


The deterioration in Burma’s payments position which 
set in about the middle of 1953 continued throughout 1954. 
Its foreign exchange reserves had declined by end-1954 to 
about K 680 million—less than half the June 1953 level. 
This was the result, on the one hand, of the decline in rice 


export earnings and, on the other, of increased imports 


both on government account for purposes of development and 
on private account as a result of continuation of a liberal 
import licensing policy. In 1954, total foreign exchange 
receipts amounted to K 1,068 million. and total disburse- 
ments K 1,493 million, leaving a deficit of K 425 million. 
Foreign exchange reserves continued declining in 1955, 
touching K 610 million at the end of March. With a view 
to arresting this decline, some important import restrictions 
were introduced in the beginning of March 1955. Import 
licences for goods, except for personal use and for industrial 
purposes, could be utilized only up to 50 per cent of their 
value during the period ending September 1955, with the 
balance held in abeyance. In addition, all open general 
licences for imports were suspended in order to check 
speculative imports of commodities permitted under that 
system. In the latter part of March, 32 commodities were 
again put back to OGL and the 50 per cent Suspension of 
import licences was withdrawn in respect of dollar goods. 
The government is taking steps to ensure an adequate supply 
of essential raw materials and consumer goods, so as to hold 
down inflationary rise in prices and cost of living. In ad- 
dition, it is planning to budget its foreign exchange alloca- 
tions for import in such a manner as to ensure orderliness 
and stability. 


The quantity of rice exported in 1954 was 1.6 million 
tons, the principal consumers being India (646,000 tons), 
Japan (314,000 tons), Ceylon (178,000 tons) and Indonesia 
(142,000 tons). Old stocks were largely disposed of. Rice 
exports in the first half of 1955 totaled 904,000 tons, valued 
at about K 550 million and every effort is being made to 
export 1.6 million tons in 1955. Active steps are being 
taken to promote rice exports to new markets, particularly 
by means of bilateral trade and payments arrangements 
with the USSR, mainland China, East Germany, Hungary, 
Czechoslovakia and Yugoslavia. The need for finding new 
markets for rice is resulting in some attempt at bilateral 
balancing of trade, since Burma has agreed to issue licences 
for the import of goods from the above trade agreement 
countries. 


For Thailand, 1954 was not a favourable year, because 
of surplus rice stocks and the fall in rice prices. In 1955, 
however, there has been an improvement in the export 
position with price reductions and other incentives to private 
trade, notably termination of government monopoly from 
January 1, 1955. With an estimated export availability of 
1.3 million tons for the year, a quantity of nearly 800,000 
tons was exported between January and July. During 1954, 
Thailand’s total export receipts declined sharply to $272 mil- 
lion from $323 million in 1953. Rice export yielded about 
$135 million as compared with $214 million in the preced- 
ing year, a fall of nearly 37 per cent. The quantity of 
rice exported declined from over 1.3 million tons to just 
above a million tons. Japan, Malaya and Hongkong, the 
principal importers of Thai rice, took smaller quantities. 
On the other hand, rubber presented a bright picture in 
1954. The quantity of rubber exported increased from 
97,000 to nearly 112,000 tons, yielding roughly $44 million 
in 1954 as compared with $38 million in 1953.. The increase 
in rubber earnings was particularly marked in the second 
half of the year. There was a decline in the quantity of 
tin exports, although this was nearly offset by higher prices, 
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Pakistan: State Bank of Pakiatan® 505 


* Issue Department only. Does not cover total gold and foreign ex- 
change assets of Pakistan, which declined from Rs 689 million at end 
of 1953 to Rs 631 million at end of 1954. 


export proceeds from tin totaling about $18 million in 1954 
as against $20 million in 1953. Teak exports yielded a little 
more than in 1953, at about $10 million in 1954. During 
1954, quantitative import restrictions were intensified; in 
November a large number of commodities were brought 
under stricter licensing. The number of import commodities 
eligible for preferential foreign exchange treatment was pro- 
gressively reduced, and beginning January 1955 the sale of 
foreign exchange at a preferential rate was eliminated al- 
together. In December 1954 further limitations were placed 
upon remittances and payments abroad. The effect of these 
various restrictions was reflected in the import trade for 
1954, which declined from $362 million in 1953 to $328 
million in 1954. These import and payments restrictions 
may even more substantially affect the volume of imports 
this year. 

The trade deficit, which was $39 million in 1953, rose 
‘to $56 million in 1954. The gold and foreign exchange 
assets declined from $302 million at end-1953 to $264 mil- 
lion at end-June 1954, but at end-1954 there was an im- 
provement to $273 million. There has been a favourable 
balance of trade during the first four months of 1955, owing 
to larger export of rice and continuing import restrictions. 


An important recent development in the field of for- 
eign exchange was the establishment of an exchange 
equalization fund in July 1955. The fund, which is under 
the administration of a board composed, among others, of 
the Ministers of Finance and Economic Affairs and the 
Governor of the Bank of Thailand, will buy and sell foreign 
exchange and gold as well as short-term bonds, domestic 
and foreign, for the purpose of eliminating undue fluctua- 
tions in the exchange market. The resources of the fund 
will approximate baht 1,200 million in pounds sterling and 
dollars, or about $60 million. This sum has been made avail- 
able from Thailand’s foreign exchange resources, which be- 
came surplus to the note issue when the foreign exchange 
assets in question were revalued in March 1955 at the rate 
_ of baht 56 to £ 1 (as against 35 baht to £ 1 previously) 
and baht 20 to $1 (as against 12.5 baht to $1). The total 
surplus foreign exchange arising from the revaluation is 
about baht 2,500 million, of which another baht 1,000 mil- 
lion, approximately, will be utilized for writing off govern- 
ment debts. 


Under an agreement between the United States Foreign 
Operation Administration and the Government of Thailand, 
dollar funds were made available as from May 1955 in eéx- 
change for baht to private enterprises for commercial imports 
of essential supplies and equipment from the United States. 
Under this agreement, over $24 million was obligated by 
the end of June for a variety of capital and industrial goods, 
such as iron and steel, machinery, motor vehicles, petroleum, 
chemicals, electrical apparatus, etc. The local currency pro- 


1952 1953 1954 1955 
June Dec. Jan pr 
209 225 197 142 138 125 
187 136 175 201 205 226 
1,729 1,765 1,809 1,782 1,780 1,749 
295 296 299 328 326 327 
2,420 2,422 2,480 2,453 2,449 2,427 
7 46 57 _- 
391 276 212 299 300 315 
1,165 1,017 831 1,125 . 1,130 1,193 
87 116 115 110 100 109 
317 307 310 282 277 258 
352 302 264 273 288 294 
2,312 2,018 1,732 2,089 2,095 2,169 
4,732 4,440 4,212 4,542 4,544 4,596 


** For Bank of Japan foreign exchange only. 


+ Excludes Afghanistan. 


ceeds will be deposited into a special fund which is used 
to meet the cost of various development projects. 


In April 1955, Thailand reached a settlement with Japan 
on its war reparations claim of $375 million. Under the 
settlement, Japan will pay $41.7 million, of which $26.7 
million will be in the form of goods and services and the 
balance in sterling in five annual instalments. This agree- 
ment will strengthen Japan’s position in Thai imports. 


Among other trade measures of interest in 1955 are 
an agreement between the Thai and Laotian Governments 
concluded in June for transit and other facilities for the 
movement of goods between the two countries, and the 
decentralization of export and import licensing, by which 
governors Of Thai border provinces are empowered to issue 
import and export licences with a view to avoiding delay 
and facilitating the trade of the provinces concerned. 


Viet-Nam (south) has an estimated exportable surplus 
of 300,000 tons of rice in 1955, including the carry-over 
stock from last year. Rice exports in the first half of 1955 
were much less than during the same period of last year. 


Cambodia’s rice crop has been greatly reduced this year 
on account of floods, and, instead of there being an export 
surplus, imports are required to meet local consumption needs. 
The imports are expected to come mostly from Thailand. 


The trade position in Taiwan deteriorated in 1954 as 
compared with 1953, owing to a sharp decline in exports 
and a moderate increase in imports. Exports fell from $128 
million to $93 million, while imports excluding large U-S. 
aid imports increased from $106 million to $116 million. 
During the last quarter of 1954 the trade deficit worsened. 
The decline in exports in 1954 was largely attributable to 
the fall in the largest export item, sugar, from $82 to $54 
million. This loss was only partly compensated by increase 
in exports of tea, canned pineapple, bananas, citronella 
oil and salt. Imports rose in 1954 by 9 per cent, owing 
chiefly to growing requirements for capital goods to imple- 
ment the four-year economic development plan. Aside from 
the conversion of a trade surplus (disregarding U.S. aid im- 
ports) of $22 million in 1953 into a trade deficit of $22 
million in 1954, other items in the balance of payments 
also turned unfavourable. According to the Minister of 
Economic Affairs, whereas non-trade receipts reached $17 
million in 1954, non-trade disbursements rose to $31 million, 
imposing a non-trade deficit of $14 million on the balance of 
payments. 

During the first quarter of 1955, exports almost doubled, 
as compared with the last quarter of 1954, while imports 
fell by one-fifth, converting the commercial trade deficit 
as such into a Surplus. These changes were attributable 
to steps taken to improve the trade and payments situation 
in several directions. In January 1955, import duties on 
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industrial raw materials and hardware were reduced with a 
view to promoting industrial development, while those on 
luxury and non-essential items were increased. Under the 
International Sugar Agreement, the export quota for the 
Republic of China was raised from 480,000 tons in 1954 
to 575,000 tons in 1955, thus helping to increase exchange 
proceeds from Taiwan’s principal export. 

Effective 1 March 1955 new exchange and trade re- 
gulations were promulgated with a view to promoting ex- 
ports, restricting imports, coordinating the latter with U.S. 
aid, and balancing international payments. The multiple 
exchange system was modified through the introduction of 
an exchange certificate. Under the new system exporters 
in selling their foreign exchange proceeds to the Bank of 
Taiwan receive an exchange certificate, in addition to the 
equivalent local currency value at the official rate (un- 
changed at NT$15.55 to the dollar), and importers are re- 
quired to produce a certificate, in addition to paying the 
equivalent local currency value to the Bank of Taiwan (at 
the official rate of NT$15.65 to the dollar), plus a defense 
surtax of twenty per cent. The certificate rate varies with 
the kind of export; principal exports such as sugar, rice 
and salt, all operated by government enterprises, do not 
earn any certificate. This partial certificate system is not 
a direct link system, as the holder of a certificate is not 
automatically entitled to an import licence, applications for 
the issue of which are still to be screened under an import 
exchange allocation system. The certificate rate was fixed 
on 8 March 1955 at NT$6 per dollar by a government- 
appointed committee, with a view to controlling ‘the certi- 
ficate rate instead of letting it fluctuate freely according to 
market conditions. However, the rate has _ subsequently 
fluctuated around NT$10 per dollar, reaching as high as 
NT$14 on 7 May. 

Under the new regulations, the former import allocation 
system based upon past volume has been abolished. Instead, 
applications for imports are screened according to a set of 
criteria related to the degree of scarcity of the foreign 
currency required, price of the imports, preference for 
having importers trade in one single category, possession of 
an exchange certificate, ete. The administration of the new 
regulations is now placed under the central government, in- 
stead of the provicial government as hitherto, with the 
Foreign Exchange and Foreign Trade Control Commission 
being given the functions of formulating policies and plans, 


screening the use of foreign exchange and coordinating it 
with U.S. aid. 


Raw Material Producing Countries 


The year 1954 was an exceptionally favourable year for 
Ceylon’s foreign trade. The country had a record surplus 
of Rs 412 million—even larger than the surpluses in 1950 
and 1951—as compared with a deficit of Rs 40 million in 
1953. This was due to a striking increase (15 per cent) 
in export earnings on the one hand and a 18 per cent re- 
duction in value of imports on the other. There was a 
substantial improvement of 13 per cent in the terms of 
trade. The major contributory factor to the increase in 
export earnings was a rise in the value of tea exports by 
nearly Rs 300 million, which far more than offset a decline 
of Rs 81 million in the export earnings of rubber and 
coconut products. The increase in the price of tea was 
particularly marked in the second half of the year. Between 
August and September 1954, the f.o.b. price of tea rose by 
38 per cent from Rs 3.01 to Rs 4.17 per lb. There was an 
increase of 7 per cent in the volume of tea exports as well. 
The fall in value of exports of rubber and coconut products 
involved a decline in quantity as well as prices. The bulk 
of Ceylon’s export rubber continued to be shipped to main- 
land China under their five-year agreement. 
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A reduction in the volume of imports by more than 
Rs 200 million also contributed substantially to the im- 
provement in trade balance. Ceylon spent nearly Rs 130 
million less on food imports in 1954 than in 1953, owing 
partly to a fall in food prices and partly to a reduction in 
volume. Substantial reductions were effected in imports of 
flour. 


The year 1955 is witnessing a reversal of some of the 
trends of 1954. Since the beginning of the year, tea prices 
have fallen sharply, the decrease being of the order of 40 
per cent between January and May. In response to this 
situation, the tea export duty, which had been raised to Rs 
1 per lb. in November and to Rs 1.30 per lb. in January 
1955, was dropped back to Rs 1 in April 1955. In May, 
the government introduced a subsidy scheme by offering to 
buy tea in the market at the price of Rs 1.5 per Ib., if 
there were not sufficient bids. In June the export duty 
on tea was reduced further to 50 cents per lb. Export 
duties on copra, coconut oil and desiccated coconut were 
similarly (owing to fall in prices) reduced in March 1955 
from Rs 260, Rs 208 and Rs 156 to Rs 200, Rs 135 and Rs 
95 per ton respectively. 


There was some improvement in 1954 in the export 
earnings from minor export commodities, such as cocoa and 
cinnamon. However, owing to adverse weather conditions, 
these items may not yield as much foreign exchange in 
1955 as in 1954. Market prospects for rubber are cur- 
rently somewhat better than in the first half of 1954, and 
Ceylon has asked for an increase in price on exports to 
mainland China. 


In the first quarter of 1955, the aggregate value of 
Ceylon’s exports still remained high, at Rs 534 million, 
with an active trade balance of Rs 178 million. But the 
effect of the fall in tea prices will be seen in subsequent 
months. Ceylon’s foreign assets increased substantially, 
from Rs 607 million in December 1953 to Rs 1,020 million 
at the end of March 1955, reflecting the favourable cir- 
cumstances of 1954. The year 1955 as a whole may wit- 
ness a decline, particularly if developmental expenditures 
involve large imports. 


Since the middle of 1954, trade and payments of Indo- 
nesia have shown some improvement, due to increased ex- 
port earnings on the one hand, and a substantial restriction 
of imports on the other. Indonesia’s gold and _ foreign 
exchange assets, which had been declining in 1952 and 1953, 
touched as low a level as $212 million in June 1954, but 
recovered to nearly $300 million at the end of 1954. 


Export earnings for the year 1954 totaled about Rp 
9,760 million, an increase of Rp 415 million over the pre- 
vious year. In the second half of 1954, export earnings 
were substantially higher at Rp 5,400 million. The improve- 
ment in rubber and tea prices, as well as an increase in 
the quantity of petroleum and tea exports, contributed to 
this result. Imports, on the other hand, fell by approxi- 
mately Rp 1,400 million to Rp 7,200 million. The trade 
surplus was thus substantially larger, at Rp 2,560 million. 


In the first quarter of 1955, exports were running at 
an annual average of Rp 9,100 million, which was lower than 
in the third and fourth quarters of 1954, but still higher 
than in the first half of that year. Imports were running 
at an annual rate of Rp 6,000 million, yielding a higher 
rate of merchandise surplus. On the side of imports, re- 
Strictions imposed during 1954 were largely responsible for 
the decline in nearly all categories—rice, textiles, etc. 


Priority is being given to import of capital goods and raw 
materials. 


Several new trade regulation measures have been 
brought into force. A number of import items including 
rice, flour, textiles, sugar, kerosene, etc. have been brought 
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under government control] for internal distribution. The 
so-called ‘parallel transaction’ system under which exporters 
are allowed to use a percentage of their foreign exchange 
earnings for importing essential items has been revised. The 
retention quota for exporters has been reduced from 50 to 
between 10 and 30 per cent; on the other hand it has been 
stipulated that the imports need not be from the same 
country to which the exports are sent. Substantial foreign 
credits have been negotiated by the Government of Indo- 
nesia, including Rp 400 million from France, Rp 300 million 
from West Germany and Rp 200 million from the Nether- 
lands. Trade agreements have been signed with these 
countries, according to which they will have preference in 
the allocation of foreign exchange for imports of raw mater- 
ials and capital goods. The emphasis in commercial policy 
continues to be on the promotion of direct relations with 
other countries and the reduction of entrepot trade, especial- 
ly via Singapore. 

: Malaya’s exports in 1954 were about M$3,100 million, 
imports about M$3,140 million, with a consequent very small 
deficit. Exports for the year were somewhat higher than 
for 1953; in the second half of 1954 they were running at 
M$276 million monthly, or M$34 million higher than in the 
first half. For rubber, the average monthly earnings rose 
from M$98 million in the first half of 1954 to M$124 mil- 
lion in the last quarter. There was no appreciable increase 
in the quantity of rubber exported, except in the last quarter 
of the year. On the other hand, exports of tin metal 
reached a record level in 1954, the monthly average being 
5,950 tons as compared with 5,230 tons in 1953. 


Total imports into Malaya were, on the other hand, 
slightly lower in value than in 1953, nearly all categories 
of imports showing decreased values. The fall in payments 
for food items was particularly marked owing largely to 
lower rice prices, 

In the first quarter of 1955, both exports and imports 
remairfed at higher levels than in 1954. Exports totaled 
M$962 million and imports M$916 million, as compared with 
M$841 million for exports and M$845 for imports in the 
last quarter of 1954. In April and May 1955, exports were 
running at a quarterly average of M$915 million and im- 
ports at M$876 million. Exports of rubber amounted to 
165,000 tons in quantity and M$520 million in value during 
the first quarter of 1955; exports of tin to nearly 19,253 
tons valued at M$111 million. There are indications that 
tin exports are tending to level off. 


In 1955, some important measures to relax import 
control were taken. From November 1954 sugar import, 
and from January 1955 rice import, were turned over to 
commercial channels. In February 1955, many items of 
import from Japan into Singapore were put under open 
general licence, and in March the quotas on textile and 
cement imports from Japan were lifted. 

The year 1954 showed a deficit of Rs 162 million in 
Pakistan’s balance of payments as against a surplus of Rs 
121 million in 1953. The main contributory factor was the 
decline in export receipts due to the reduction in the quanti- 
ty of raw cotton exports; also, other export items failed to 
come up to expectations. On the other hand, foreign ex- 
change expenditures remained fairly stable at around Rs 
1,400 million, reflecting large import of capital goods and 
materials. Pakistan’s total gold and foreign exchange 
assets declined by Rs 58 million to Rs 631 million at the 
end of the year. However, large-scale external aid, chiefly 
from the United States, and the rapid industrial develop- 
ment in the country are helping to improve the payments 
position of Pakistan. 

Raw cotton exports declined in volume from 1.3 million 
bales in 1953 to 0.7 million bales in 1954 and in value from 
Rs 638 million to Rs 370 million. A substantial decline in 
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raw jute exports by nearly 0.4 million bales was in large 
part offset by higher prices. There was a fall both in 
volume and value in the exports of wool, and hides and 
skins. The volume of tea exports also fell because of in- 
creased home consumption, although tea export receipts were 
larger on account of higher prices. In rice, there was a 
surplus of 300,000 tons for export in 1954. In the first six 
months rice exports were made by the government to the 
extent of 112,000 tons. In view of the difficulty of finding 
markets, especially for coarse quality rice, private traders 
were permitted from October to barter rice against essential 
consumer goods; such exports totaled 98,000 tons. After 
November, private rice exports for cash were also allowed. 
Total rice exports in 1954 were about 300,000 tons. 


With the rapid development of the cotton textile indus- 
try in Pakistan, the domestic consumption of raw cotton is 
estimated at 660,000 bales, leaving an approximately equiva- 
lent quantity for export. The Government has planned to 
double the production of raw cotton to a level of 2.1 million 
bales so that the exportable volume may be maintained. 
The opening of the cotton ‘futures’ market in February 1955 
is regarded as a step contributing to stability in the cotton 
market. Raw jute prices, depressed in the beginning of 
the season because of expectation of a large crop, improved 
when it was known that the crop had been damaged by 
floods in July and August, 1954. Exports have been fairly 
active and it seems likely that the present season may end 
with practically no carry-over. 


Pakistan’s import policy was considerably liberalized in 
the first half of 1955, although the emphasis continued to be 
on the import of industrial requirements. The volume of 
goods to be imported in January-June 1955 was set at nearly 
twice that imported during July-December 1954 and 14 times 
that in January-June 1954. This relaxation was made pos- 
sible by substantial U.S. aid. Cotton, tobacco, chemicals, 
non-ferrous metals and other items will be imported under 
the Economic Aid Agreement. A larger volume of consumer 
goods has also been brought under open general licence, the 
increase in value being of the order of 33 per cent as com- 
pared with the preceding half year. In addition, substantial 
imports of consumer goods are permitted on a barter basis 
against export of rice and other specified commodities. A 
significant feature of the import control is that it has for the 
first time done away with discrimination between dollar and 
non-dollar sources of import. Importers are now permitted 
to obtain goods from the cheapest source regardless of the 
nature of the currency, the exceptions to this principle being 
single-country licence under the trade agreements’ with 
France and Japan. Commercial importers have also been 
given licences to import industrial requirements, in addition 
to industrial producers who had heretofore been permitted 
to import them. Import contro] administration has been 
simplified by reducing uneconomic licences for’ small 
amounts. 


Aid to Pakistan for 1954/55 was scheduled as follows: 
United States $117 million, Canada $10 million, Australia 
£4.6 million, New Zealand £0.4 million, and Ford Founda- 
tion $0.2 million. Agreements signed by Pakistan for US 
economic assistance during the fiscal year 1954/55 were the 
result of the recommendations of a US Mission (Heinz Mis- 
sion) which visited Pakistan in 1954. The sum of $117 
million is composed of: economic assistance $65.5 million, 
technical assistance $5 million, development assistance $1 
million, surplus agricultural commodities $40 million, and 
emergency flood aid $5 million. Of the economic assistance 
$20 million will be in the form of a loan repayable in 40 
years. Of the aid in surplus agricultural commodities under 
the US Agricultural Trade Development and Assistance Act 
of 1954, $12 million will be an outright gift, and the balance 
of $28 million a loan repayable in Pakistan currency. The 
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rupee counterpart fund will be utilized for projects of 
economic development mutually agreed upon. All this as- 
sistance will be exclusive of military aid by the United 
States, which will be governed by a separate agreement. 


Significant developments in the foreign trade of the 
Philippines during 1954 were a substantial increase in the 
value of imports, a slight increase in the value of exports, 
a deterioration in the terms of trade and increased trade 
with North-western Europe. Total import increased from 
P855 million to P965 million or. by nearly 13 per cent, be- 
cause of the economy’s increased requirements for capital 
and consumer goods. The total value of exports increased 
by 3.2 per cent to P810 million, an increase in volume being 
very largely offset by a fall in export prices. The negative 
trade balance was larger at P155 million. 


Among exports, copra and coconut products, accounting 
for: about two-fifths of total export proceeds, recorded 
greatly improved earnings in 1954. An increase of 26 per 
cent in the quantity of export more than offset the decline 
in copra prices during the year. The volume of sugar ex- 
port also increased, by 11 per cent, reaching nearly 870,000 
tons in 1954 and yielding P211 million. Export of logs, 
lumber and timber increased both in volume and value. 
On the other hand, the volume and value of abaca exports 
fell by 13 and 32 per cent respectively, reflecting a sharp 
fall in prices and in domestic production on account of 
plant disease. Export earnings from iron ore and chromite 
declined because of lower prices. 


| The volume of import increased by 17.5 per cent in 
1954. Import prices declined by 4.3 per cent. In terms 
of both volume and value, 1954 imports reached the highest 
level since the imposition of trade and exchange controls. 
There were substantial increases in the imports of machinery 
(17 per cent), transport equipment (25 per cent), electrical 
machinery and appliances (42 per cent), mineral oils and 
lubricants (18 per cent), cereals and cereal preparations (28 
per cent), and textiles, rayons and fabrics (16 per cent). 


For the year 1954, the total foreign exchange alloca- 
tion for import was substantially increased by nearly $175 
million to $616 million. Of this allocation, $319 million 
was for producer goods, $93 million for highly essential 
goods, $154 million for consumer items and $50 million for 
other ‘unclassified’ items. These initial exchange allocations 
were, as has been indicated, not fully utilized. Those for 
import of commodities locally produced in sufficient quanti- 
ties were reduced: for example, torches, shoes, toys, pencils. 
With the establishment of automobile assembly plants in 
the country, quotas for the importation of finished cars were 
cancelled. The system of priorities has been utilized to pro- 
mote industrial development and discourage non-essential 
and luxury items, with essential consumer requirements for 
meat, milk, etc. receiving due consideration. 


An important development was a shift in the direction 
of trade in favour of North-western Europe. Imports from 
that area increased by nearly 100 per cent and exports 
thereto by 52 per cent over 1953, the share of that area in 
Philippines’ trade rising from 4.9 to 8.5 per cent of im- 
ports and from 12.4 to 18.3 per cent of exports. 


The terms of trade of the Philippines deteriorated by 
7 per cent in 1954 as compared with 1953, largely owing to 
the worsening of the terms of trace with the United 
States. 


The gold and foreign exchange assets of the Philippines 
at the end of 1954 were $282 million, 8 per cent less than 
at the end of 1953. Receipts from US Government ex- 
penditures were smaller by $15.6 million, and a sum of $13 
million was used for the redemption of Manila Railroad 
bonds from British investors. In the first quarter of 1955, 
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gold and foreign exchange assets showed a further decline 
of $14 million, touching $268 million at the end of March 
1955, because of both increased import payments and de- 
creased export receipts. The lower rate of export earnings 
was due to depressed prices of coconut products and a 
decline in sugar exports. The decline in international re- 
serves also continued in the second quarter, causing concern 
regarding the country’s foreign-exchange position. 


Industrial Exporters 


A substantial improvement in Japan’s foreign trade and 
payments has been recorded since the middle of 1954. 
Japan’s gold and foreign exchange assets which had declined 
throughout 1953 and the first half of 1954 to $831 million 
in June 1954 showed a steady improvement, rising to $1,125 
at the end of 1954. The upward trend has continued in 
1955, reaching $1,180 million at the end of March. 


Taking the year 1954 as a whole, Japan’s exports, 
totaling $1,630 million, represented am increase of nearly 
28 per cent over 1953 and a record for the post-war period. 
Exports improved steadily throughout the year, and sharply 
in the last quarter. Imports at $2,400 million remained 
more or less the same as in 1953, but the value of imports 
in the second half of 1954, at $988 million, was substantially 
lower than in the first half, when large food imports had 
been necessary. The negative trade balance for 1954 was 
$770 million, $364 million less than in 1953. On services 
account the surplus was small in 1954 than in 1953, mainly 
owing to the decline in the receipts from ‘Special Procure- 
ment’ of US forces stationed in Japan. 


A variety of factors made possible the sharp improve- 
ment in exports. One was the easing of the restrictions 
in Sterling Area territories on JapaneSe goods under the 
payments agreement with the United Kingdom. Exports to 
the Sterling Area rose by 55 per cent, whereas imports 
therefrom fell by 28 per cent. The improved competitive 
prices of Japanese goods consequent upon disinflationary 
domestic policies, as well as favourable world trade and 
payments conditions, were further factors. Probably as im- 
portant were the special measures for export promotion 
adopted by the Japanese Government, such as exports of 
cotton textiles at low prices, the link System, retention 
quotas and effective bilateral negotiations. The marked in- 
crease in the export of ships was in particular facilitated by 
granting the exporters the right to import certain highly 
profitable items, such as sugar. This practice was abolished 
in November 1954. Under the Special Foreign Exchange 
Allocation System, exporters were entitled to receive 10 
per cent of their export proceeds in foreign exchange, to 
be used for travel and other export drive expenses or for 
the import of authorized items. A large number of export 
items have been eligible for this. special allocation. The 
government announced in December 1954 its decision to 
abolish. this practice gradually and to cut the exchange 
allocation from 10 to 5 per cent with effect from 1 March 
1955. 


Large increases in exports of cotton fabrics, machinery, 
ships and iron and steel occurred in 1954. Cotton fabrics 
exports touched a record of 1,069 million square metres, 
valued at $252 million. Since the Japanese Government 
considered that these exports had been made at too low 
prices, it took steps to discourage the export of cotton cloth. 
To this end, the amount of raw cotton allocated to textile 
producers under the cotton import-cloth export link system 
was reduced from December 1954, so as to reduce the 
exports of cloth under the link system to about 73 million 
square metres per month or 20 per cent less than during 
the period April-October 1954. Exports of iron and steel in 
1954 amounted to 1.2 million tons in quantity and $167 
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million in value, the principal buyers being Argentina, Brazil 
and India. Firmer prices of steel in European markets help- 
ed Japanese exports. Exports of machinery and transport 
equipment also reached a high level of $202 million, includ- 
ing ships $56 million, textile machinery $50 million, and 
sewing machines $28 million. Increased exports of ships, 
machinery and iron and steel had been facilitated by suc- 
cessful negotiations providing for short delivery and easy 
settlement terms. The increased loan facilities of the 
Export/Import Bank were also of help in this connexion. 


For the first half of the current fiscal year (ie., for 
the period April-September 1955) the government has an- 
nounced a foreign exchange budget of. $1,317 million in 
terms of dollars—$1,107 million for goods and $210 million 
for services. Compared with the budget for the first half 
of the previous year, this marks an increase of $57 million 
in imports of goods but a decrease of $100 million in service 
payments. The budget makes ample provision for the im- 
port of necessities and of raw materials for the manufac- 
ture of export goods. The government is adopting a policy 
of encouraging imports which do not require payment in 
US dollars, Canadian dollars or Swiss francs. In April 1955, 
imports by the use of the dollar usance bills were extended 
to 14 more items, thereby enlarging the imports under that 
system from $117 million to $400 million in the foreign 
exchange budget. 


In the first half of calendar year 1955, Japan’s exports 
were maintained at the same rate as in the previous half- 
year, totaling about $900 million. Imports were running at 
much higher levels, totaling $1,200 million (as against $990 
million in July-December 1954), with a deficit of about $300 
million. The second half of 1955 may turn out to be less 
favourable, since it is likely that some of the special in- 
centives will be less in operation, increased freight rates 
will hamper iron and steel exports, and imports from the 
Sterling Area may be large. Also, receipts from ‘Special 
Procurement’ will decline further. 


Japan continues its system of bilateral trade agree- 
ments, the latest being the agreement with Greece concluded 
in March 1955 for trade of $2.5 million each way. The pay- 
ments agreement with the United Kingdom (relating to the 
Sterling Area), which expired at the end of 1954, has been 
already extended for the third time till the end of October 
1955. 


India’s balance of payments in 1954 showed a surplus, 
on current account, of Rs 37 million as compared with a 
surplus of Rs 587 million in 1953. This sharp reduction 
in surplus was accompanied by a level of trade higher by 
6 per cent. In contrast, the level of trade in 1953 was 20 
per cent lower than in 1952. 


Imports registered a substantial increase of Rs 494 mil- 
lion, to Rs 6,245 million. This was entirely due to imports 
on private account, reflecting high levels of industrial pro- 
duction and the government’s liberal import policy. Im- 
ports of machinery and vehicles, metals, raw cotton and oil 
showed appreciable increases. Government imports at Rs 
1.170 million indicated a sharp reduction of Rs 350 million, 
mainly in cereals, made possible by continued improvement 
in the domestic food situation. Non-food imports on gov- 
ernment account increased moderately. 


Export earnings in 1954 were somewhat higher, at Rs 
5.488 million, indicating a trade deficit of Rs 757 million. 
The boom in tea prices brought about a sharp increase in 
export earnings from that item, which jumped from Rs 135 
million in the second quarter to Rs 375 million in the third, 
and to Rs 585 million in the fourth quarter of 1954. Ex- 
ports of jute and cotton manufactures showed some, increase, 
mainly owing to increase in export volume. 


FAR EASTERN 


ECONOMIC REVIEW 


India’s terms of trade improved by nearly 8 per cent 
in 1954, as a result of changes in both import and export 
prices. 

In the first quarter of 1955, the break in the tea boom 
caused export earnings to fall to a monthly average of Rs. 
508 million as compared with Rs 578 million in the previous 
quarter. Imports, on the other hand, were at a slightly 
higher level, yielding a monthly trade deficit of Rs 50 million 
in this period. 

In the field of commercial policy, the emphasis con- 
tinued to remain on import liberalization on the one hand, 
and on export promotion on the other. Indian import policy 
for the first half of 1955, announced in December 1954, and 
for the second half, announced in June 1955, made provision 
for larger quotas of several items including imports from 
the dollar area. Reductions in the quotas for some items 
were made on the basis of progress in domestic industrial 
production. Coordination between import policy and 
domestic industrial development is, to some extent, effected 
by means of import quotas, in addition to tariff protection 
to industries given on the recommendations of the Tariff 
Commission. 


A variety of measures have been taken to promote ex- 
ports. Relaxation of export licensing has been carried 
further, at least 90 per cent of export items being currently 
free of controls. The export quotas of several commodities 
have been raised from time to time, the important ones 
being tea and raw cotton. Export duties on many items 
have been reduced or abolished; for example, certain seeds 
and oils, black pepper, and cotton cloth. Many of these re- 
ductions were put into effect in the first half of 1955, the 
latest being those on raw cotton and tea. The export duty 
on tea, which was fixed on a sliding scale in March 1955, was 
reduced in May 1955 from annas 8 to annas 4 per lb; the 
duty On raw cotton was lowered from Rs 250 to Rs 125 per 
bale towards the end of June. ° 


Other export promotion measures have included the 
establishment of export promotion councils for cotton tex- 
tiles and silk and rayon textiles and progress in their 
establishment for other commodities such as tobacco, mica, 
shellac, and engineering goods; introduction of a system of 
drawback of import duties on raw materials used in the 
export of manufactured goods; the issue of special import 
licences to the exporters of specified manufactures for the 
import of raw materials needed by them; and the establish- 
ment of trade centres. An export credit guarantee scheme 
is under consideration. 


External assistance in 1954/55 consisted of aid from the 
United States, $60.5 million (of which $45 million was in 
the form of a 40-year loan), half of the total aid being 
utilized for the import of agricultural commodities such as 
wheat and cotton, from Canada $13 million, from Australia 
$5.4 million, and from the Ford Foundation $1.1 million. 
Two loans from the International Bank were also received, 
one Of $16.2 million for a thermal power project at Trombay 
and the other of $10 million for the Industrial Credit and 
Investment Corporation. External aid in 1955/56 from all 
sources is estimated at Rs 740 million, or about $155 million. 


Although the foreign exchange position currently may 
not be considered difficult, the substantially increased level 
of expenditure under the Plan is bound to impose severe 
strain On the available exchange resources. In this con- 
nexion, India’s sterling balances were by agreement with the 
United Kingdom utilized by over Rs 1,500 million in the 
four years from 1951, and external assistance (including 
loans) totaled an equivalent amount. 


Hongkong’s trade during 1954 fell by 11 per cent as 


compared with 1953, exports totaling HK$2,417 million and 
imports HK$3,435 million. The decline was, however, due to 
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a fall in prices of the commodities concerned and not to 
reduced trade volume. While China, Indonesia, Japan and 
Thailand greatly curtailed their imports from Hongkong, 
other countries, particularly the United Kingdom and Korea 
(South), increased their purchases. The continued falling 
off of Hongkong’s exports to China was attributable to the 
embargo on strategic materials and to China’s policy of 
reorienting its trade to the USSR and Eastern Europe; 
exports to Indonesia and Thailand declined because of the 
restrictions imposed by the latter countries. Imports into 
Hongkong from the United States and Japan showed signi- 
ficant increases, while those from the United Kingdom, 
China, Thailand and Western Germany recorded decreases. 
Imports in January-April 1955 totaled HK$1,245 million (as 
against HK$1,060 million in the corresponding period of last 
year) and exports HK$791 million (as against HK$768 mil- 
lion in 1954). Both imports from and exports to the United 
Kingdom increased substantially; trade with other European 
countries remained steady in value. Imports from main- 
land China amounted to HK$268 million, an increase of $70 
million over the same period last year. Main items contri- 
buting to this increase were cotton goods, oils and seeds, 
fruits and vegetables, and live animals, of which cotton- 
piece goods were re-exported to Indonesia. 


The export of Hongkong’s own products has continued 
to increase, reflecting the growth of its industries and their 
competitive capacity. The value of exports of Hongkong 
products, which was HK$635 million in 1953, rose to 
HK$682 million in 1954, and in the period January-April 
1955 was HK$227 million. It accounted for only 10 per 
cent of Hongkong’s total exports in 1947, but rose to as 
much as 25 per cent in 1953 and 28 per cent in 1954. The 
important production items exported in 1954 were cotton 
piece goods (about 149 million square metres, valued at 
HK$181 miltion), cotton yarn (31 million lb. valued at 
HK$97 million), shirts (HK$64 million), singlets (HK$67 
million), torches, batteries and bulbs (HK$58 million), foot- 
wear (HK$58 million) and household utensils made of alumi- 
nium and enamelled iron and steel (HK$66 million), to- 
gether with a wide range of other manufactured products. 
There was an overall increase in the export of these pro- 
ducts to all destinations, one aspect being an encouraging 
development of new or growing markets in British African 
territories, Central and South America and Australia. Ex- 
ports to the United Kingdom increased sharply, while those 
to Indonesia fell sharply owing to import restrictions. On 
account of local and international competition, the prices 
of Hongkong manufactures declined in 1954 by about 10 
per cent. 

There were no significant changes in the trade controls 
of Hongkong in early 1955, excepting that government trad- 
ing in rice imports was replaced at the beginning of the 
year by a system of quota allocations to private importers. 
The restrictions on trade and strategic materials continued 
to be operative, but the procedure for such imports was 
simplified in May. In March, import licensing for other 
than strategic commodities from the Belgian, Italian and 
Portuguese monetary areas was removed. 


China 


During 1954 the foreign trade of China is reported to 
have increased to Y8,487 million (= US$ 3,415 m.). The 
bulk of its trade—over 80 per cent—was with the USSR 
and other “people’s democracies” in Eastern Europe and 
Asia. But there was some increase during the year in the 
trade with some Far Eastern countries. The United King- 
dom and China exchanged trade missions, while business 
groups from the Netherlands, Argentina and other countries 
visited China, which, in its turn, sent out trade missions to 
Belgium, Finland and other countries. 
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Analysis of the imports of mainland China indicates 
the government’s concentration on a fast stepping-up of the 
rate of capital formation in the economy. About 89 per 
cent of the imports in 1954 reportedly consisted of “means 


of production,” such as. complete sets of industrial 
equipment, rolled steel, non-ferrous metals, fertilizers, 
chemicals and industrial raw materials; consumer’ goods 


accounted .for only 11 per cent of the import’ trade 
during the year. In the export trade _ substantial 
creases (ranging from 53 to 119 per cent over 1953) 
were reported in the export of silk fabrics, green tea, canned 
fruit and cured tobacco, and some increases in coal, iron 
ore, wool, tung oil, salt, egg products etc. There was no 
change in the export of grain. China also is reported to 
have increased its exports of woollen and linen fabrics, and 
to have begun its export of light industrial products such 
as nails, thermos flasks, fountain pens ete. 


Between December 1954 and April 1955 new trade and 
payments agreements were concluded with the USSR, Poland, 
Czechoslovakia, Rumania, Hungary, Outer Mongolia and 
North Korea. New trade agreements and protocols were 
also concluded with India, Pakistan, Ceylon, Burma, Indo- 
nesia and Japan. China and India signed a number of agree- 
ments with a view to the maintenance and expansion of 
mutual trade. On 29 April 1954 an eight-year agreement 
was entered into regarding Indo-Tibetan trade. On 8 Octo- 
ber, a separate agreement was entered into for exchange 
of 9 million lb. of Indian tobacco for 90 tons of Chinese 
raw silk. As a result of this and other developments, the 
trade between the two countries during 1954 was estimated 
at 3 times the level of 1953. On 25 March 1955 a Chinese 
trade agency was set up in Kalimpong (India) for trade 
with Tibet. 


The coal-cotton exchange between China and Pakistan 
continued during 1954, as contracted for in 1953, when 
China agreed to sell to Pakistan 200,000 long tons of coal. 
In June 1954 another contract was signed in Karachi for a 
further supply of 70,000 long tons of coal to Pakistan. 
Pakistan exported to China over 32,000 tons of raw cotton 
in 1954. China signed an agreement with Burma in April 
1954 for import from the latter of 150,000—200,000 tons of 
rice per year during 1955-57 in exchange for industrial 
equipment, machinery and consumer goods. On 28 March 
1955, three separate agreements were signed according to 
which Burma was to obtain from China 36 items of goods, 
including iron and steel, silk, cotton yarn, woollen blankets, 
newsprint, glass, glazed tiles, sanitary equipment and hos- 
pital beds, at a total value of £1.9 million. In the mean- 
while, China agreed to purchase from Burma 150,000 tons 
of rice at £40 per ton. 

Under the five-year rubber-rice exchange agreement 
signed with Ceylon in December 1952, China entered into a 
third contract on 8 October 1954 for purchase in 1955 of 
50,000 tons of rubber from Ceylon in exchange for 270,000 
tons of rice from China. It is reported that the prices of 
both these commodities have been scaled down, from £47 
to £39 per ton for Chinese rice and from 28 d. to 27 d. per 
lb. for Ceylonese rubber. : 


On 19 January 1955, the trade agreement with Indo- 
nesia was extended to cover the year ending 31 July 1955, 
for a total trade value of £6 million. By the end of March 
1955 it was estimated that the total trade between the two 
countries had exceeded £3.6 million or 60 per cent of the 
agreed amount for the year. China has exported to Indo- 
nesia cotton and silk goods, glass, nails, paper and chemical 
materials and received in return dried coconut, coconut oil, 
coffee and sugar. 

On 4 May 1955, the Chinese Trade Delegation to Japan, 
the Japan International Trade Association and the Japanese 
Diet Members’ Union to promote Japan-China trade an- 
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CONSOLIDATION IN BURMA AND PREMIER U NU 


Over 12,000 men, remnants of the Kuomintang, who 
had dug in on Burma’s north-eastern borders have long been 
a thorn in the side of Burma’s Government. Their leader 
has been hailed as a hero by Nationalist China who hopes 
to use them as a vanguard in the reconquest of the mainland 
of China. Till that day dawns the troops smuggle opium 
across the border and indulge in a spot of gun-running. 
The Burmese, who could not handle the problem themselves, 
brought the matter up before the United Nations in 1950. 
The result was that 7,000 of these men were evicted from 
their strongholds by joint diplomatic action set off by 
America, Thailand, Formosa and Burma. 


This year the Burmese Government launched their big- 
gest single-handed effort against the rebels. With the com- 
ing of the monsoon the operations have been temporarily 
suspended but the backbone of the rebel forces has been 
broken. Until two years ago, communist rebels had things 
much their own way. They swept through town and country 
with home-made bombs and firearms and struck terror into 
the hearts of planters and general population alike. But 
with the achievement of supremacy by Government armed 
forces who gave no quarter in their attempts to clean out 
the nests, the communists found they were losing ground. 
They took to the heights, vanished into hills and thick 
jungles, scattered and disunited. To console themselves and 
find an outlet for their frustrated destructive nature, they 
took to blowing up occasional railroad trains and bridges and 
committing acts which savoured of Indian dacoitry. Desperate 
attempts were made to unite their rebellious elements into a 
single front, but personal jealousies and divergence of motives 
were in the way. Thus, Than Tun, leader of the Stalinite 
“white communists” could never share leadership with 
Thakin Soe, the equally egoistic leader of the Trotskyite 
“red communists.” Army mutineers, rebellious Karens, and 
ex-servicemen led astray by the communists, were equally 
divided. 

Than Tun had high hopes two years ago. True, his 
forces were dwindling and being whipped wherever they 
faced the Government troops, but Than Tun banked on Com- 
munist China coming to his aid. .At one time his rebellion 
was called a liberation movement by Moscow and Peking and 


nounced a third semi-official Sino-Japanese trade agreement 
for a total trade of £30 million. Exports from China to 
Japan under this agreement will consist of certain agricul- 
tural commodities, industrial raw materials and minerals: 
rice, soya beans, oil seeds, tung oil, salt, wool, bristles, skins, 
cotton and silk waste, iron ore, antimony, bauxite, asbestos 
and other minerals. Japan will supply China with metals. 
textile, electric and other machinery and appliances, railway 
equipment, steamships, trucks, automobiles, etc. To imple- 
ment the agreement, specific business contracts. will be 
signed between the state trading companies and private 
traders in China and the manufacturers and merchants in 
Japan. The contracting parties will settle disputes by con- 
sultation and arbitration, hold commodity exhibitions and 
set up permanent commercial representative agencies at 
Tokyo and Peking on a mutual basis. On 8 June 1955, the 
Japan International Trade Promotion Association and the 
Japanese Diet Members’ Union to promote Japan-China 
trade are reported to have formed a special council in Japan 
for the implementation of the trade agreement with China. 
(END) 


the AFPFL and Prime Minister U Nu’s Government were 
stooges of the imperialists. The term was enough to sus- 
tain the communists, and missions sent out by Than Tun 
into China across the borders were received with enthusiasm 
that warmed Than Tun’s heart. Today, his outlook is 
bleak. Burma’s neutralist policy has been properly appre- 
ciated by Peking and Moseow and some of the Western de- 
mocracies. The Burmese Government’s determined attempt 
to hurl out the Kuomintang troops from her soil by her own 
military strength has been watched with approval and ad- 
miration by Peking. Premier Chou En-lai has been to 
Rangoon and Nu to Peking. Moscow and Peking have 
stopped calling Than Tun nice names; they have turned their 
attention to Nu and his government and taken every oppor- 
tunity to declare that the Burmese Government is indepen- 
dent and a friend. Than Tun’s men in Yunnan have been 
put away in refugee camps and ignored. Those who have 
returned tell stories which indicate that all hopes must be 
abandoned. And so, the dwindling, decimated forces of 
Than Tun, nourished so long on hopes of aid from across 
the borders, are now crushed with despair. In addition, 
they face intensified Government offensives, in the form of 
military campaigns and more abiding measures of land dis- 
tribution and decentralisation of administrative powers. 
In their desperation, the communists have launched cam- 
paigns of cruelty. Than Tun has called for the Rangoon- 
Mandalay trunk railroad to be “broken into bits”, that 
members of land distribution committees be murdered, and 
that the workings of village councils be wrecked beyond re- 
pair. His angry call has shown results here and there, 
but there have been no sustained efforts. The railways 
run, the murders only evoke disgust in the people. In the 
madness of the hour, communist rebels have turned on them- | 
selves. Some top leaders—like “Thamani” (Steel) Maung 
Maung, popular with the people in middle Burma—have 
been murdered when they spoke in saner tones. Than Tun 
himself is under fire. Communist regional leaders around 
Mandalay, including Than Maung, formerly editor of a 
vernacular daily, have issued a declaration of no-confidence 
in the leader. The declaration says Than Tun is ripe for 
replacement. He has been arrogant, ignorant and pleasure- 
loving. He has surrounded himself with flatterers, craved per- 
sonal publicity. And most of all, he has neglected the 
movement. Its failure must be his responsibility. In other 
words, Than Tun’s death warrant is ready to be signed, for | 
in the communist camp, such utterances are made with only | 
the ultimate punishment in view. When Than Tun falls, | 
the flickering communist rebellion in Burma will die down, © 
for the only other formidable leader Thakin Soe, is reported 
to have, become a family man, with one end in view: that 
of perpetuating his name. 


* * 


Before U Nu went on his world tour he let it be known 
in Rangoon that he would not accept any honorary degrees 
that foreign universities might be waiting to confer on him. 
It was a matter of principle, he said. He had returned the © 
B.A. degree of Rangoon as a gesture of opposition to British 
rule. He was then already deeply involved in nationalist 
politics and he had felt that before he started fighting the © 
British seriously he had to return to them what they had 
given him—and that was only the degree. 


. That done, he went into the battle with a happier con- 
Science. U Nu as a fighter for freedom could please himself — 
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and satisfy his conscience, but U Nu as Prime Minister of 
Burma had to listen to counsels of expediency and political 
wisdom. Thus, when U Nu expressed his disinterest in 
honorary degrees, the cabinet “persuaded” him to submerge 
his personal wishes to considerations of international amity. 
Honorary degrees unlike titles and honours conferred by a 
government, his colleagues argued, were more honourable 
and untainted. U Nu let himself be persuaded. 


U Nu’s life has been a series of conflicts within him- 
self between conscience and ambition—if not for himself, 
for his country. His personal ambitions have been modest. 
All he wanted to be was a writer and poet who might one 
day develop to be the “Bernard Shaw of Burma”. He 
wrote plays, composed sonnets—he wooed his wife with 
poetry and won her. He was sincere—patently so—and 
simple. In 1936 when he was a 30-year-old graduate who 
had gone out to a district town to teach at a national school, 
he took time off from teaching to return to the University 
and study law. That was the fateful decision of his life. 
With his honesty and concern for his conscience he would 
have found it difficult to establish himself as a lawyer, but 
his return to the University at that time brought him into 
contact with young student leaders like Aung San, Kyaw 
Nyein, Raschid and others who were becoming more and 
more attracted towards the national struggle instead of 
being confined to student politics. 


In 1936, U Nu became president of the students union, 
and in that year the students organised a strike. The 
grievances were small, but the strike grew big and spread 
over the land. Nu, Aung San and their colleagues became 
national figures overnight. The strike set off a series of 
movements; the peasants clamoured for freedom; the oil- 
field workers marched from the dry zone in middle Burma 
to Rangoon; political awakening was widespread. Today 
the 1936 strike is considered a milestone on the march of 
the country to independence, and Nu and his colleagues who 
had engineered the strike share power in the government. 


After the strikes Nu wanted to go back to his early and 
abiding love, literature. He and a few others organised a 
leftist book club (“Red Dragon” was its name), and they 
eked out a precarious living by translating Marxist litera- 
ture. Nu became “Thakin Nu” by becoming a prominent 
member of the Thakin party, “Our Own Masters”, a group 
of young and intense nationalists. The older generations 
of politicians would be satisfied with reforms and better 
jobs for their sons and relatives. The Thakins wanted com- 
plete independence—and that immediately. 


Thakin Nu was a moderate Thakin. Armed rebellion 
with foreign aid which was openly preached by Aung San 
did not get his approval. Nu hated violence and cruelty, 
and he would have preferred to fight the Gandhian way. 
When warrants were issued for the arrest of Aung San, Nu, 
and others by the British government in 1940, Aung San 
fled in search of foreign contacts, while Nu felt it his duty 
to submit to arrest. A year in gaol gave him opportunity 
to write. He poured out some of his most outstanding 
works of literary art. Outside the fight grew bitter. War 
came, and with it Aung San, now a major-general in the 
“Burma Independence Army” which he and his comrades 
who were smuggled out by him to Japan had raised. Nu 
came out of gaol, reluctantly joined in organising a national 
government under the leadership of Dr. Ba Maw whom the 
Japanese salvaged out of a British gaol. Nu kept on de- 
clining office, but Ba Maw saw his value; Ba Maw, leader 
of the older school, wanted someone by his side who could 
manage the younger Thakins. 


Under the occupation regime Nu served as Foreign 
Minister and Information Minister by turns. When Aung 
San organised the resistance against the Japanese, Nu, the 
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poet and philosopher, looked on, as neutral as he is in his 
foreign policy today. Nu could see no practical alterna- 
tive to resistance but his conscience did not permit him to 
lend support. The result was that his home was used as a 
rendezvous for the young conspirators, with Nu pretending 
neither to see nor hear. When the resistance was fought 
out and the Japanese withdrew, Nu stood by his chief, Dr. 
Ba Maw, and retreated to Moulmein. And while they were 
having a shabby and dangerous time there, the war ended. 


Aung San, as commander of the resistance forces and 
leader of the Anti-Fascist Organisation, became a national 
leader enjoying the massive support of the united parties 
and peoples. Thakin Nu, enjoying the privacy of behind- 
the-scene roles, hoped that with the attainment of indepen- 
dence he would be able to slip off to a quiet corner and 
write. But the quiet was soon shattered when Aung San 
and half his cabinet were mown down by assassins’ bullets 
at a cabinet meeting. The Governor, Sir Hubert Rance, a 
friend of Aung San and a realist, invited Nu to form a 
government and, compelled by circumstances, Nu accepted. 


That was way back in July 1947. Today Nu has been 
8 years in uninterrupted power. The tenure of U Nu’s 
office has been uninterrupted for a long time, but the con- 
ditions in which he has had to hold down office have by no 
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FAR EASTERN 


ECONOMIC Review 


FOREIGN RESIDENTS IN JAPAN 


More than 635,000 foreign nationals are residing in 
Japan at present with Koreans being by far the largest 
group. Ninety per cent of the total registered foreign 
population are Koreans. Chinese constituted the second 
largest group with American citizens third. Foreigners 
entering Japan during the past year totalled about 90,000 
including temporary visitors. A total of 15,109 foreign 
ships and aircraft (excluding U.S. military chartered ships) 
came to Japan. Of the 90,000 foreigners who came to 
Japan, 53,000 were tourists. The number of tourists is in- 
creasing yearly but still lags far behind such countries as 
Switzerland and Italy. Aside from these tourists, 591,809 
seamen and crew members came ashore during the past year. 


As of May, 1955 the number of foreigners registered 
totalled 635,016. The following is a breakdown of the 
figure: 


means been undisturbed. A communist insurrection in 1948 
started off a series of rebellions and mutinies, and during 
the dismal year of 1949 Burma was, in the words of Nu, 
“only two inches away from the edge of the precipice.” The 
government was desieged in Rangoon but it fought back, 
marshalling a handful of loyal elements, and in the end the 
rebels were pushed back into hill and’jungle. As if in- 
ternal strife was not enough, there came upon the scene the 
Kuomintang remnants who wanted to make the borders of 
Burma a Spearhead for the “invasion” of the Chinese main- 
land. 


Nu has been reluctant to carry on in office. He has 
often asked the cabinet to let him go, and recently, by way 
of a compromise, he offered to hand over the premiership to 
some younger colleague, and remain to devote himself to 
the reorganisation of the AFPFL. He would be available, 
he said, for office if he was wanted later. At a recent 
AFPFL convention, Nu pointed out that pyidawtha in the 
districts is only making district AFPFL leaders rich. There 
is corruption and ignorance, inefficiency and arrogance in 
the AFPFL and the government services, and cleaning up 
the house promises to be a gigantic job. Until the job is 
done, Nu’s ambition to become the Bernard Shaw of Burma 
will have to wait. 


1,094 


Soldiers, civilians and their families attached to the 
U.S. Forces, residing in Japan under the U.S-Japan Ad- 
ministrative Agreement and the United Nations Forces Agree- 
ment, are not included. Diplomats and their families and 
those in Japan for 60 days or less are also not counted. It is 
estimated that from 40 to 50,000 illegal entrants are residing 
in Japan. 


Affairs pertaining to the entry and residence of foreign- 
ers are under the jurisdiction of the Justice Ministry. There 
are three immigration detention camps; 63 immigration 
bureaus and 86 designated ports. A total of 1,319 persons 
are employed in the central and local offices. The cities, 
towns and villages handle the registration of foreign na- 
tionals under the supervision of the Justice Minister. 


Foreigners remain in Japan under certain residency 
qualifications (broadly divided, they number 16). _— 
foreigner stays over 60 days, he must register. From April 
of this year it was decided to require finger prints in order to 
prevent the falsification of identification cards. 


Koreans, Taiwanese and Chinese who were Japanese 
citizens prior to the war became foreigners after the peace 
treaty. Of these, Koreans numbered 520,000 and the Chin- 
ese and Taiwanese 20,000 (together totalling 86 per cent 
of the total foreign population). They have been permitted 
to reside for the time being although they do not possess the 
necessary qualifications. The status of the Korean residents 
= be decided at a future conference between Japan and 

orea. 


Most violations of the immigration law are committed 
by illegal entrants. Last year 1,767 persons were caught, 
the majority (1,718) of them being Koreans. In cases 
where deportation has been decided, the deportees are sent 
back in group as in the instance of Korea. Some leave the 
country on their own expense, while others are deported on 
available ships. These violators, according to international 
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The largest commercial bank in Japan 


Paid up Capital 2,700,000,000.00 
Reserve Fund  5,845,289,005.00 
Surplus 6,725,856,481.00 
Deposit 244,227,616,662.00 


(as of March 31, 1955) 


HEAD OFFICE: Chiyoda-ku, Tokyo, Japan. 


185 branches in principal cities of Japan 


OVERSEAS: 


LONDON BRANCH, (Salisbury House, Finsbury Circus, London, E.C. 2). 
NEW YORK REPRESENTATIVE OFFICE, (61 Broadway, New York, N.Y.) 
CALCUTTA REPRESENTATIVE OFFICE, (Mookerjee House, Calcutta-1) 


CORRESPONDENTS ALL OVER THE WORLD 


We are always ready to place our excellent service at your disposal. For any inquiry, please write to Foreign 


Relations Department, Head Office, Tokyo. 
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JAPAN’S WATCH-MAKING INDUSTRY 


The watch-making industry of Japan, which suffered a 
severe setback as a result of World War II, has made a solid 
comeback in the postwar years and today ranks as one of 
Japan’s most promising export industries. Since watch- 
making is a pfYecision industry, requiring a high level of 
skilled labor but only small quantities of raw material, it is 
extremely well-suited to Japan—a country poor in natural 
resources and short on funds for imports. The productive 
capacity of the industry has risen tremendously in the last 
few years. Its output in 1954 reached 5,760,000 units, far 
outstripping prewar production. Along with the postwar 
changes in the social pattern, striking improvements have 
also been made in the mechanisms and designs of Japanese 
watches and clocks. 


One postwar development worthy of special note is the 
tremendous increase of the demand for women’s watches. 
This was an outgrowth of the advance made by women dur- 
ing the war years into jobs in various industries. Many 
women continue to work even after the war. At the same 
time, they are now given equal Social rights with the men 
under the new postwar Constitution, which contribute to 
strengthening this trend of women holding down jobs. 
Women’s watches before the war were produced at the ratio 
of three for every seven manufactured for men, but there 
is hardly any difference in production between the two in 
these days. It is also interesting to note that equality be- 
tween men and women extends even into watch-making. 


Pre-War and During the War 


Manufacture of clocks on a modern industrial footing 
was started in Japan in 1892, and in a few years—in 1896— 
Japanese clocks were already being exported to China and 
Manchuria. Two years later, in 1898, the manufacture of 
watches was also started. By 1914 the industry had ex- 
panded to such an extent that Japan found it no longer 
necessary to import clocks. The changes that occurred in 
the world’s economy during World War I (1914-16) pro- 
vided an excellent opportunity for Japan to develop its 
various industries. Taking advantage of this situation, the 
watch-making industry advanced into the world market and 
exported vast quantities of its products abroad. As a re- 
sult, the watch-making industry in Japan found itself firmly 
established after World War I. Meanwhile, strenuous efforts 
were continued for the manufacture of wrist watches which 
required advanced technical skill and knowledge. Produc- 
tion finally got underway in 1922. 


Although Japan was already self-sufficient in clocks 
during and after 1926-27, she still could not overcome its 
backwardness in technique and its dependence on imports, 
as far as watches were concerned. For example, in 1914, 
when home demand for clocks was completely met by do- 
mestic production, the local output of watches amounted 
to a mere 11.6 per cent of the clock production and only 
21.8 per cent in value. The financial] panic of 1927 worked 


practice, should be taken back by their mother countries; but 
Korea, China (Taiwan and Communist China) and Hong- 
kong refuse to accept them for various reasons. 


The lack of detention facilities and the increase of 
these violators are big problems. This year only 707 
Koreans, 156 Taiwanese and 62 Chinese have been deported. 
The number of detainees as of August is as follows: Omura 
Detention Camp: 1,347 (Koreans only), Hamamatsu Deten- 
tion Camp: 1,807 (All Chinese), Yokohama Detention Camp: 
32 (Various nationalities). 


a temporary adverse effect upon the clock and watch pro- 
duction in this country. However, following the outbreak 
of the Manchurian Incident in 1931—which brought on an 
inflationary war boom and the fall of the exchange value 
of the Japanese yen—production rapidly recovered. In the 
1930’s production continued steadily to increase year after 
year. In 1935 more than 4,100,000 units were manufac- 
tured. Production was further boosted in 1937 to 5,110,000 
units of which 1,840,000 units were exported. This repre- 
sented a record high in the quantity produced and exported 
for the industry in Japan. The production of watches was 
lagging behind the production of clocks, but it registered a 
sharp increase in 1935. It thus indicated that Japanese 
technical skill had finally attained a level that would enable 
the industry to embark on a full-scale development of the 
watch manufacturing industry. 


As the Sino-Japanese Conflict of 1937 developed into 
World War II, the watch-making industry was forced to 
convert to the production of fuses. Production of clocks 
and watches consequently sagged and the highly advanced 
techniques acquired after overcoming many difficulties had 
to be abandoned. Moreover, as a result of the war, 70 per 
cent of the equipment for producing watches and 30 per cent 
of the facilities for making clocks were destroyed. In 
August, 1946, the year after the termination of the war, 
15 clock and watch factories, whose combined capacity 
equalled 70 per cent of the entire industry, were designated 
for reparations. 


After World War II 


In due time, however, the watch-making industry was 
removed from the designated reparations list and it was 
able to resume production. Many difficulties, however, con- 
fronted the industry. In addition to the devastating blow 
the industry had suffered during the war, raw materials were 
not only difficult to obtain but had deteriorated in quality. 
And there were other obstacles such as acute shortage of 
electric power and vastly complicated labor problems. 
Active domestic and foreign demand, resulting from _ the 
vacuum created by wartime shortages, however, helped the 
industry overcome many of its technical and financial diffi- 
culties. 

Production rapidly improved, both in quality and quan- 
tity. In 1952 the prewar record of 1936 was surpassed, and 
in 1953, production hit an all-time high, exceeding the 1952 
level by 23 per cent. The upward rise continued in the 
following year with output in the month of December, 1954 
totalling 494,458 units. The breakdown is as_ follows: 
183.555 wrist watches, 2,900 pocket watches, 170,353 alarm 
clocks, 40,714 mantel clocks, 94,471 wall clocks and 
1.312 electro-magnetic and electric clocks. The above total 
represents an increase of more than 12 per cent over the 
output for December, 1953 when production amounted to 
445,808 units. 


Exports of clocks and watches were resumed in 1947. 
In 1949, 18 per cent, or 546,000 units out of the entire out- 
put of 3,041,000 units, were sold abroad. With the inerease 
in domestic demand, the export of wrist watches and alarm 
clocks declined. Exports in 1953 valued at Y1,000,000 ac- 
counted for only six per cent of the entire production. 
Major destinations were Nationalist China (Formosa) (48,000 
units), Okinawa (47,800 units), the United States (41,700 
units) and Thailand (35,900 units) in the dollar area; and 
India (33,600 units), Singapore (25,300 units), Hongkong 
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(16,100 units), Burma (11,000 units) and Ceylon (10,800 
units), in the sterling area. Now that domestic demand 
having been adequately met by increased production, steps 
are being taken to stimulate exports by improving the quality 
of Japanese watches and clocks and also by lowering their 
eosts. In view of the fact that the prewar exports in 1937 
amounted to 1,840,000 units, a sizable increase in exports 
may be expected in the near future. 


Current production of all types of watches and clocks 
is higher than in the prewar period. With domestic supply 
and demand having been balanced as a result of the remark- 
able recovery, the surplus for exports will gradually grow 
in the months to come. Demand for Japanese watches and 
clocks is expected to increase in Communist China and Hong- 
kong, as well as in Southeast Asian countries such as India, 
Indonesia and Thailand. These countries were good markets 
for Japanese time-pieces before the war. Many inquiries 
are now being received from these countries, but due to 
their strict import controls and the relatively high prices 
asked by Japanese makers, only a few contracts have been 
concluded. Japanese producers, however, are concentrating 
their efforts on the manufacture of high-quality time-pieces 
produced at low cost. This includes production of automatic- 
winding, shock-absorbing, anti-magnetic and waterproof 
watches as well as high class Westminster chime clocks and 
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the balance-wheel mantel clocks—the latter two types are 
in great demand in North and South America. 


It must be recognized in this connection that the 
Government-operated Testing Station, which carries out tests 
once a year On domestic time-pieces, contributes greatly to 
improving the quality of Japan’s watches and_ clocks. 
Japanese wrist watches are generally regarded to be about 
on the same level as those manufactured in Germany, France 
and Italy—closely following Switzerland and the United 
States. In the case of wall clocks, mantel clocks and alarm 
clocks, however, they are believed equal in quality to those 
manufactured by the two leading countries mentioned above. 
A recent test showed that 80 per cent of the Japanese wrist 
watches examined for accuracy conformed to the standard 
of less than one minute deviation for a period of 24 hours. 
In the case of high-quality watches, deviation was only a 
few seconds. 


In view of the larger number of current inquiries for 
watches and clocks (averaging about 100,000 units. per 
month) and the prewar record of the industry, Japan is 
assured of a big export market provided it carries out a 
rationalization program to lower costs and adopt measures 
to promote exports. Normalization of world trade is also 
expected to contribute immensely to the improvement of 
Japan’s exports of watches and clocks. 


Watch Manufacture by Types Since 1945 


(in Units) 
Types Wrist Watch Pocket Watch Alarm Clock Mantel Clock Wall Clock Total 
Year 
681,725 7,806 992,938 169,855 452,324 3,304,648 

Watch Export by Types Since 1945 

(in Units) 
Types | Wrist Watch Pocket Watch Alarm Clock Mantel Clock Wall Clock Total 
Year 
| 1,324 10 63,390 1,885 14,478 81,087 
— 26,000 1,000 120,000 36,000 140,000 323,000 
$199,300 $10,800 $195,900 $196,560 $1,926,650 $2,586,960 


JAPAN’S BICYCLE INDUSTRY 


Japan’s bicycle industry registered a tremendous re- 
covery in the post-war years with its production hitting an 
all-time high. The prewar record of 2,258,000 units pro- 
duced in 1937 was topped in 1950 and output has since 
remained above the 24 million level. This comeback has 
been counteracted by the fact that exports are practically 
at a standstill due to high costs, import restrictions and 
stiff foreign competitions. 

The bicycle industry of Japan has a history dating back 
64 years to 1891 when Miyata Manufacturing Works first 
went into bicycle production. During the early stages, the 


company imported everything—from frames to parts—and 
merely assembled the bicycles. The industry finally came 
into its own as a result of World War I when it reached 
a point where it was able to fill domestic requirements 
and started exports to Southeast Asia. In 1937 the industry 
established a prewar record in production and exports and 
competed with Britain and Germany. Production declined 
after the start of World War II and by 1945 production 
was practically nothing. Production gradually went up since 
the end of World War II and reached 124 per cent of the 
prewar record. 


| | 

| smé 

the 

mo 

par 

sub 

tio 

€q 

tha 

the 

tha 

ass 

co 

the 

pat 

yen 
pra 

pra 

of 


NEW 
s are 


the 
, tests 
tly to 
‘locks. 
about 
‘rance 
Jnited 
alarm 
those 
above. 
wrist 
ndard 
hours. 
nly a 


2s for 

per 
an is 
out a 
; also 
nt of 


—and 
came 
ached 
ments 
dustry 
s and 
clined 
uction 
since 
of the 


November 17, 1955 


Postwar production increase compared with prewar: 


Year No. of Bicycle Index 
2,565,000 114 


One of the features of this industry is the number of 
small enterprises. 
the field, employing 25,000 persons. Only 12 firms employ 
more than 300 workers. Half of the 12 firms specialize in 
parts only. All of the parts makers in this industry are not 
sub-contractors of factories which turn out finished produc- 
tion. The majority of them are on an independent and 
equal status. Another feature of bicycle manufacturing is 
that while the small and medium-sized enterprises make up 
the industry, it is the parts makers who form the core. Less 
than 1% or about 50, of the 600 firms mentioned above 
assemble a complete bicycle. But even so, none of the 
companies manufacture al] the necessary parts. Many of 
them produce only the frames and purchase the parts from 
parts makers. This can be done quite advantageously be- 
cause, in contrast to the heavy industries, the volume of 
production is large and it is possible to engage in mass 
production of a single small part owing to the uniform size 
of parts. 


There are more than 600 factories in 
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The majority of the bicycle factories are concentrated 
in three areas—Tokyo, Aichi and Osaka. The principal 
reasons for this are (1) the industry is made up of a group 
of factories specializing in parts; (2) their relations with 
associated industries and dealers; and (3) their growth and 
development in the industrial districts near the waterfront 
of large cities to facilitate exports. 


The ratio of exports against total production reached 50 
per cent in the prewar record year of 1937, but postwar ex- 
ports have not as yet developed sufficiently. In 1951 the 
ratio was about 17 per cent. In 1952 and 1953 the ratio 
fell to 15 per cent but last year it had recovered to 16 
per cent. Roughly 13 million bicycles are owned by people 
throughout Japan. On the basis that an average bicycle 
lasts five years, the rate of wear and tear will then come 
to about 20 per cent. But taking into consideration repairs 
and overhauls, that figure will come down to 15 per cent. It 
means, then, that 2,000,000 bicycles a year will have to be 
replaced. Aside from this, there is the possibility of new 
bicycle demand for pleasure and business; but an abrupt 
increase in purchasing power cannot be expected. Thus, 
annual domestic demand is estimated at around 2,200,000 
units a year (this includes 1,500,000 complete bicycles plus 
parts). Further demand must be sought overseas. 


With the exception of the countries of Europe—which 
are self-sufficient in bicycles—all other nations are having 
difficulty meeting the growing demand. This demand will 
further rise in the future. However, the dearth of foreign 
exchange in the countries of demand, the unbalance in their 
trade and promotion of domestic industries have led them 


TO THE 
U. Ss. A. 


Watch your profits climb when you ship the modern NWA way! 

NWA Air Cargo helps you reduce warehouse costs, eliminates 
costly crating, speeds turnover of working capital, brings faraway 
markets near. All this odds up to greater profits! 


NORTHWEST o-“AIRLINES »> HONG KONG AIRWAYS 


_ Ground Floor, St. George’s Bidg., }ee House Street, Hong Kong 
Telephone: 32650, 21178, 28171) 


14/16 Pedder St.. Hong Kong, Telephone: 28504 
Peninsulo Hotel, Kowloon, Telephone: 64366 
Or Your Cargo Agent 


1 
: 
| 
414 
612 
255 
648 
ATT 
000 
al | | 
- 
49 
000 
,960 
PROFITS Northwest 
“Le 
4 


634 


FAR EASTERN 


ECONOMIC REVIEW 


REPORTS FROM THE PHILIPPINES 


THE LARGEST IRON MINES 


The Philippine Iron Mines, Inc., during nine months 
from January 1 to September 30, 1954, saw 788,247 dry 
metric tons delivered. This surpassed the 1953 full year’s 
output of 727,358 dry metric tons as well as that of any 
previous year’s. The company’s properties consist of several 
groups of claims on and near the Larap Peninsula, in the 
province of Camarines Norte, about 180 kilometers from 
Manila, and a second group near Mati, Davao. Only the 
Camarines Norte claims are being worked, augmented by 
ores purchased from nearby independent claims operators, 
All ore shipments are loaded aboard the ore veSsels at the 
mine’s own pier in Larap. 


The Larap area has been prospected since 1883 and 
following examinations in 1910 and 1915, the Kihara Mining 
Company leased the property, shipping about 48,000 tons of 
ore to Japan during 1918-19. This operation was unpro- 
fitable and ceased. The Swedish geologist, F. R. Tegengreen 
examined the property in 1923 for Chinese interests and 
again in 1930 for the Atlantic, Gulf & Pacific Company of 
Manila. The claims were taken over in 1930 by the Philip- 
pine Iron Mines. Inc., whose General Managers, the Atlantic, 
Gulf & Pacific Company of Manila, began production in 1934. 


The pre-war output, from 1934 to 1940 inclusive, of 
about 4,000,000 tons was shipped to Japan until the United 
States placed an embargo on this trade in 1941. Limited 
stockpiling operations continued until the outbreak of war 
in December of that year. 


During the occupation period the Japanese attempted 
to operate the mine, did ship some ore to Japan and some 
to the Philippine Smelting Company for pig iron. Upon 
liberation, the power plant was burned and supplies- were 
looted. Until 1948 the idle mine deteriorated. But on the 
whole the mine survived better than many others. The war 
damage claim filed for P3,744,802 was approved to the ex- 
tent of P1,431,653, and the payments to date have amounted 
to P752,091 only. 


As soon as an ore sales contract could be obtained, the 
rehabilitation of the damaged, looted and deteriorated mine 
was begun. Using repaired pre-war equipment and struc- 
tures, together with a few war-surplus machines, a bank 
loan and advances from the Atlantic, Gulf & Pacific Company 
of Manila and A. Soriano y Compania were stretched to 
resume shipments in December, 1948. Several short term 
contracts with SCAP enabled operations to continue during 


to clamp down on bicycle imports. Since Japan has not yet 
established satisfactory relations with several countries and 
also due to various obstacles in foreign markets, exports have 
not increased as much as was originally expected. 


Japanese bicycles have succeeded in getting rid of the 
prewar “cheap but faulty” and downright “bad” labels pinned 
on them. But following the Korean war they suddenly found 
themselves with the unfavorable reputation of being “expen- 
sive.” The recent price rises, however, of English bicycles 
—Japan’s strongest competitor—have brought Japanese 
makers gradually closer to the point where it will be possible 
for them to compete. Japanese bicycle exports are at pre- 
sent in a state of suspension, but if demand for bicycles 
should recover and international trade relations are im- 
proved, the export outlook for this industry is bright. 


the ensuing three years, during which the original rehabilita- 
tion outlay of P300,000 swelled to over P1,100,000. 


In 1950, the pre-war open pit was finally dewatered 
and the main orebody brought back into production for ful- 
filling the early stages of the 3,000,000 tons contract for 
the mine’s output running into 1955. This contract carried 
with it a loan of $1,000,000 which was used to equip the 
mine with up-to-date machinery for the full development of 
a second open pit, the installation of a 1,800-kilowatt power 
plant, the dieselization of the railroad and the preliminary 
steps in the opening of the underground operations. Follow- 
ing repayment of the $1,000,000 loan, the company financed 
its Own program of development and construction, so that 
the total outlay reached about P3,000,000. This long pro- 
gram paid off in the 1954 operations both tonnagewise and 
financially. | 


At present the pre-war and post-war open pits are being 
joined into one large one, which produced over 55% of the 
1954 output. 
ground mining between the minus 120-ft. and minus 250-ft. 
levels. The remainder of the total came from small surface 
operations at Larap and from nearby outside properties. 


As of November 1, 1954 the mine’s positive ore re- 
serves were computed to be over 5,500,000 tons of direct 
shipping ore, over 7,500,000 tons of high sulfur ore (contain- 
ing 52.5% iron and less than 4.0% sulfur), plus over 4,000,- 
000 tons of low iron ores. Probable «reserves total nearly 
7,000,000 tons. Geological investigations afd mapping are 
continually in progress to furnish the mine staff with basic 
operating data and to keep the reserves up to date. 


Based on the foregoing geological data, the mining 
program for the future is being laid out. As the orebodies 
in the open pits above the minus 120-ft. level are exhausted, 
underground mining must provide more and more of the 
output. The opening of the minus 400-ft. level and its 
development into a substantial production unit is on the 
drawing boards now. 


A campaign for beneficiation has been conducted for 
several years with the Japanese ore purchasers and has 
reached the final stage in Japan. Under the program, ores 
of no present commercial value, and which are either 
handled as waste or left unmined, would be processed to 
raise the iron content or to lower the sulfur content or 
both. The program would result in a larger overall pro- 
duction, a more efficient use of the ore reserves, a more ac- 
ceptable product to the Japanese purchasers and, finally, a 
longer life for the mine. 


Preliminary to the actual initiation of the beneficiation 
program proper, the mine installed two crushing plants and 
a small sinter feed plant. The crushing plants size all under- 
ground ores and a substantial part of the open pits’ ores, 
thereby facilitating loading and the removal of waste by 
hand picking. The sinter feed plant is producing a fine 
product for the Japanese sintering plants, mainly from the 
high-sulfur ores, since its product may contain up to 4% 
sulfur. An experimental washing plant has begun operation 
recently in an attempt to Separate the high grade float ores 
from their heavy surface clay blanket. 


The beneficiation program ore sales contract would pro- 
vide for several years’ operation beyond the plant installa- 
tion period, which itself would be about a year. 


Another 27% was obtained from the under- © 
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pany was initially capitalized with P1,000,000. 


| November 17, 1955 


The company owns the Mati property, the development 
and operation of which is contracted with A. Soriano y Cia. 


In November, 1954 the presence of a deposit of uranium 


| ore on the Larap Peninsula in one of the mine’s patented 
claims was confirmed. This is the first confirmed discovery 


of uranium ore in the Philippines: and has aroused wide 
interest. A geological exploration program  has_ been 
initiated. 


THE BIGGEST CHROME MINES 


The story of Consolidated Mines, Inc. dates back 21 
years ago when a chrome deposit was diScovered at the 
municipality of Masinloc, Zambales, in 1933. Formally in- 
corporated on November 18 of that same year, the com- 
Considered 
to be the largest in the world, the chrome deposit is situated 
at an elevation of approximately 800 feet above sea level 
close to the Lawis River, about 24 kilometers from the muni- 
cipality of Masinloc, Zambales. The following year after 
its inception, on January 23, 1934, the company’s capitaliza- 
tion was increased to P5,000,000 with its properties valued 
at P2,500,000. 


Practically indispensable as the basic raw material em- 
ployed in the manufacture of refractory brick used to in- 
sulate the giant blast furnaces of the steel industry, the 
company’s chrome ore, world-known as Masinloc ore, has 
been in great demand since its entry to the world market 
in 1937 by the principal manufacturers of refractories in 
the world, particularly in the United States. Because of 
its physical characteristic, chemical uniformity and superior 
quality which renders it especially suitable for the manu- 
facture of refractories, the company’s Masinloc ore product 
has been closely allied to the steel industry where it is 
estimated that from six to eight pounds of refractory- 
grade chrome ore are required for each ton of steel pro- 
duced. 


The exploitation and development of the company’s 
property commenced in 1935 and soon thereafter shipments 
of this essential ore to the United States began. At first, 
Masinloc ore was at a disadvantage due to the high cost 
of transporting the ore from Masinloc, Zambales to the east 
coast of the United States, whereas nearby competing Cuban 
chrome ore could be transported at less than one-half the 
cost. However, users of refractory grade chrome ore soon 
realized that the superior grade of Masinloc ore more than 
made up for the price differential in the cost of trans- 
portation. During the post-war period, the entire United 
States market’s requirements have been supplied with Masin- 
loc ore, and other markets, particularly Japan, have been 
clamoring for it. 


Between 1937 and the outbreak of the Pacific war in 
1941, approximately 348,258 tons of Masinloc ore were 
shipped from the company’s mines. The war years, however, 
had put an abrupt stop to the steady increase of the com- 
pany’s production record. The property was not operated 
by the Japanese but all the mine machinery, equipment and 
supply were taken away to other mines. Immediately after 
the war, the. Masinloc properties were reconstructed and 
the mimes rehabilitated. By 1946, barely a year after 
liberation, 58,000 tons of ore valued at P928,000 were pro- 
duced from the mine. The year 1948 saw further invest- 
ments with the building of an extension to the loading pier 
and the reconstruction of the approach pier made of heavy 
concrete. This construction, involving the complete rebuild- 
ing of 173 feet of approach pier, trebled the pongt of the 
loading pier. 


The year 1948 was a year of reconstruction and re- 
habilitation for the Consolidated Mines, Inc. The company’s 
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present president, Don Marino Olondriz, assumed manage-. 
ment of the Consolidated Mines, Inc. The company has 
made remarkable strides and its production capacity has con- 
siderably increased. On March, 1949, a new separation and 
washing plant was built and additional heavy equipment was 
installed at the mine and an extensive program of construc- 
tion in the camp for hospitals, schools, living quarters and 
other facilities were initiated. In addition, two mine roads 
were completed to facilitate haulage. 


Realizing the importance of refractory-grade chrome 
ore to its national defense program, the U.S. Government 
in line with its policy of stockpiling strategic materials has 
placed orders for the purchase of some 500,000 tons of 
Masinloc ore. 


The company’s volume of production was bolstered 
after the completion in 1951 of a 3,500-ton concrete ore 
bin and conveyor belt system to the mill at Coto and the 
completion in 1952 of a belt loading system installed at 
the pier. At this stage, the monthly shipment of ore ran 
close to 30,000 long tons, effecting great increases in pro- 
duction and shipping in 1952. 


Resumption of production in the post-war period started 


in 1946. Since then, the company’s production has been 

as follows: | 
Year Tonnage Value 


Roughly, chrome ore production consists of approxi- 
mately thirty per cent mine lump ore which is delivered to 
the loading bins at the pier, thirty per cent washing plan lump 
ore and thirty per cent lump produced by the heavy media 
process and 10 per cent of Wemco concentrates. 


Before the war, the property of the Consolidated Mines, 
Inc. was thoroughly explored by diamond drilling and it was 
found to contain an approximate 10,000,000 tons of refrac- 
tory ore averaging over 34 per cent Cr203. So far, hardly 
more than 1,700,000 tons of this have been mined. 


The company has regularly declared cash dividends and 
has paid its stockholders the following dividends as of 1952: 


Year Per Cent Amount 
caus cows 6408668 50 P1,951,387 


In 1953, the company paid a total of 30 per cent cash 
dividends and a 10-per cent stock dividend as compared with 
the record total of 50 per cent cash dividends paid in 1952, 
For 1954, the company declared a 100 per cent stock divi- 
dend, followed by a cash dividend of 5 per cent. 


MARIA CRISTINA CHEMICAL INDUSTRIES 


The Maria Cristina Chemical Industries, Inc., the first 
privately owned industrial chemical plant in Lanao, utilizes 
power generated by the Maria Cristina hydro-electric power 
plant. It was inaugurated on November 29, 1954. The 
P2.5 million plant, headed by Judge Guillermo Guevara who 
owns more than 80 per cent of the capital stock of the 
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corporation, produces carbide and ferro-alloys. With a pro- 
duction capacity of 27 tons a day, the plant is designed 
to produce twice the present Philippine consumption of car- 
bide and ferro-alloys. The average annual consumption of 
carbide in the Philippines amounts to only four thousand tons. 
This amount is filled up by the corporation and needs of 
neighboring countries can be met. 


The establishment of the plant benefits industrial con- 
cerns which depend on calcium carbide and _  ferro-alloys. 
The National Carbon Company (Phil.) Inc., a subsidiary of 
Union Carbide and Carbon Corporation of New York, handle 
sales and distribution of Maria Cristina brand calcium car- 
bide. National Carbon Company engage in the manufacture 
of Eveready Flashlight Batteries in its P1.5 million factory 
in Mandaluyong, Rizal. 


In order to insure efficient production the firm 
engaged the services of three experts and engineers from 
leading industrial firms in Europe. The plant was set up by 
Filipino technicians. It uses Philippine raw materials 
(limestone, chrome ore and manganese). It does not im- 
port fuel, for it gets its power from the Maria Cristina 
plant. It will mother new industries that will use carbide 
and ferro-alloys. 


PARKE, DAVIS & CO. 


The Parke, Davis and Company, one of the biggest 
drug manufacturers in the United States, opened last 
November its P2-million branch. factory at Makati, Rizal. 
Fourteenth in the chain of Parke, Davis manufacturing 
laboratories spread throughout the world and the first anti- 
biotic plant in the Far East, it fills not only the country’s 
needs of Parke, Davis products but also the requirement of 
considerable portions of Southeast Asia. Parke-Davis’s two 
main products are Chloromycetin and Camoquin which are 
produced by chemical synthesis in capsule and tablet form, 
respectively. Camoquin comes as a boon especially to those 
suffering from malaria. Administered in single doze treat- 
‘ments, Camoquin cures malaria in 48 hours. In addition to 
Chloromycetin and Camoquin, the following products are 
manufactured by the plant: 1. Twenty-five different field 
medicinal preparations including sunburn and insect bites. 
2. Twelve different products in capsule form including 
vitamin preparations, anthistamines, compounds to combat 
epilepsy and gall bladder disorders. 3. Fifteen different 
tablets including Camoquin gargantina tablets, calcium and 
mineral tablets and anti-acid compounds. 4. Penicillin 
tablets. 


Employment at Parke-Davis’ plant is now over 100. For 
the first time, the management of a foreign company as big 
as Parke-Davis was placed in the hands of Filipinos from 
the general manager down. 


The plant occupies floor space of 25,000 sq. ft., has a 
total of 28 rooms including the pump house and the garage. 
Offices are airconditioned and capsule and tablet room de- 
humidified. The chloromycetin room has been designed to 
be explosion resistant with respect to its wall construction 
and electrical installations. Packing of delicate products 
proceeds under extreme conditions of dryness. The com- 
pany has been associated with Botica Boie in Manila, includ- 
ing the time when this was known as the “German Dis- 
pensary,” prior to the first world war. In 1950 Dr. Pedro 
Katigbak was appointed senior representative in sole charge 
of P-D interests in the Philippines. During the years of his 
incumbency he organized a loyal efficient staff and with 
the establishment of the branch office and laboratories in 
Manila, he assumed his position as general manager. 


FAR EASTERN 


ECONOMIC Review 


THE PHILIPPINE BANANA 


In the Philippines one fruit occupies a seat of undis- 
puted popularity—the banana. To most families no meal 
is truly complete without it; to others it is a meal in itself, 
eaten with a plate of rice. So versatile is the banana that 
an American medical group endorsed it as a wonder food 
with no less than 21 desirable features. In the Philippines 
where the fruit is abundant at all times, it is generally taken 
for granted. 


Banana, according to the encyclopedia, is a typical 
“tree-like herb of many varieties growing about twenty 
feet high and bearing a long hanging cluster of sweet pulpy 
fruit.” Some three thousand years ago China cultivated 
this plant. Almost all moist tropical regions of the world 
grow banana. In the Philippines there are over a hundred 
varieties of this well-known fruit. Most of them, however, are 
grown for fancy purposes. Dr. Nemesio Mendiola, a noted 
Filipino agriculturist, gives at least seven of the most popular 
varieties in the Philippines. These are: 


1. Latundan which is the most common of the varieties. 
2. Bungulan which is accepted for its good flavor. 3. 
Lakatan which, with its long keeping quality, its pleasing 
aroma and good flavor, makes it very popular. 4. Saba 
which is the most popular of the varieties for cooking pur- 
poses. 5. Katali which has good flavor but which is in- 
clined to be seedy. It is often prescribed as a cure for 
digestive disorder. 6. Ambon which is the most popular of 
the newly introduced variety. Many fanciers take ambon as 
an improvement of the bungulan, which it resembles quite 
closely. 7. The Chinese dwarfs or cavendish which are 
Similar to the bungulan both in appearance and in flavor. 
The difference between the two seems to lie in the structure 
of their plants. The Chinese dwarfs have low but stocky 
plants. 


A number of these varieties are raised in backyards 
without proper cultivation. Most of them grow wild. Never 
raised locally for export, banana could nevertheless be a 
dollar-producing item. Neighboring temperate countries, 
such as Japan, want it. Or if proper refrigeration and 
packing methods can be devised, the fruit may go farther 
in world trade. 


From the standpoint of nutritive value, banana is a 
giant in its own class. It offers a well-rounded supply of 
vitamins and minerals. Dr. [sabelo Concepcion of the 
Philippine Institute of Nutrition found that of the seven 
varieties given, the saba variety is the richest from the 
standpoint of nutrition. The others have more or less the 
same nutritive qualities. A variety rich in one food nutrient 
is usually outdone in another. Similar studies have esta- 
blished that banana contains very little fat. This accounts 
for its being very digestible. The banana is a mild laxative. 
It does not contain much sodium. Those afflicted with high 
blood pressure and heart disease can take the fruit with im- 
punity. Banana is used as both a reducing and a high- 
calorie diet. The energy value of the food is determined 
by the amount of heat it gives off when oxidized in the 
cells. Calorie is the unit of meaSure of heat. The banana 
contains much calorie. But though rich in calories, it is still 
prescribed in reducing diets. Its value in such diets lies 
in the fact that the fruit leaves the stomach rather slowly, 
thus preventing the person from getting hungry between 
meals. Not the least quality of all is the fact that banana 
is the easiest food to handle. It is sealed by nature in a 
dust-proof package and can be safely eaten out of hand. 
It can be cooked in many ways; baked, fried, broiled, in 
milk shakes and in salads it makes a good ingredient. The 
fruit comes the whole year round. ah aan 
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COMMERCE 


CHECK ON SPECULATIVE ACTIVITY 


During Thursday and Friday, November 10 and 
11, there was a sharp fall on the Hongkong Stock 
Exchange and most of the leading shares fell about 
nine per cent. Vague and incorrect rumours Ccir- 
culated concerning the action of The Hongkong and 
Shanghai Bank which was stated to have imposed 
new restrictions on credit and forced investors 
with overdrafts up to 50% of the market value of 
their shares to sell so as to reduce their overdrafts 
to 20%, 


We understand, however, that what actually 
happened was that The Hongkong Bank wrote to 
some thirty or forty customers amongst whom were 
several share brokers, giving notice that in general 
after January 1, 1956, overdraft limits would be 
reduced to 30% of the market value of shares. Dur- 
ing recent years the impression had grown that the 
bank would as a matter of course advance perman- 
ently large sums on a 50% margin against local 
shares, and it was this misapprehension that the 
bank sought to dispel. 


In the first place, it is understood that there 
never was such a fixed limit as 50% and that over- 
draft limits varied and will continue to vary accord- 
ing to circumstances and according to the object for 
which the advance is required. Since the sharp fall 
in share prices last week the Stock Exchange has 
settled down in a more sober mood and with a pro- 
per understanding of the bank’s action and bona 
fide investors have shown confidence. 


On reflection it is obvious that the bank’s object 
was to check undue speculative activity and the ex- 
pansion of credit. The action taken was not as sud- 
den as the general public imagined. The bank, we 
gather, made the first move to check unbridled loans 
for investments and to dispel the illusion of per- 
manent overdrafts against local shares when it 
raised the interest rates last July and August. Local 
shares had risen to such a height that the return 
from dividends on many of the popular shares be- 
came insufficient to pay the cost of the overdrafts. 
Speculative activity, however, continued, and inves- 
tors including some brokers seemed prepared to pay 
higher interest for loan facilities, and there appear- 
ed to be a general desire to “talk the market higher.”’ 


A banker’s duty to the public as well as to his 
shareholders and customers in the matter of the 
use of the bank’s cash is not generally realised. 
From time to time there come periods of specula- 
tion, when everyone is convinced that he can easily 
make a fortune in a little time if he can only get 
command of a little capital to start with. At such 
times it is fatally easy, and most tempting to ap- 


proach the banker to supply the capital by the crea- 
tion of more credit, for no one troubles much about 
the interest he has to pay when sudden wealth is 
in view. Thus bank notes multiply beyond all the 
bounds of legitimate trade, prices rise and inflation 
sets in with its inevitable consequences. There 
grows a feeling that but for the malevolence of the 
wicked banker enough credit could be created to 
make the investor’s fortune. In general, however, 
a bank’s power to make loans is limited by the 
amount of its cash. This cash is derived from its 
customers’ savings and deposits. A bank may be 
looked upon as an elaborate lubricating system de- 
signed to keep the machine of industry and trade in 
good going order; it takes money in the form of de- 
posits just as superfluous oil is taken and piped to 
the point where it is wanted at the moment. The 
banks have to channel their funds to follow the cur- 
rents of trade and production. 


When a community is in danger of undue ex- 
tension of credit and its application in non-produc- 
tive directions it is the duty of a bank, especially in 
the absence of a Central Bank, to take steps to 
repress undue expansion and control credit in the 
interest of the legitimate demands of trade and in- 
dustry which require it. The action of The Hong- 
kong Bank will thus be seen to be the exercise of its 
responsibility and duty to the community to check 
the flow of funds for non-productive speculation in 
local shares and channel them to productive enter- 
prises on which the existence and prosperity of the 
Colony depend. Shorn of excessive speculation the 
Stock Exchange and the bona fide investors’ in- 
terests will be placed on a sounder and healthier 
footing, and the credit which is *he life blood of 
trade and industry will be directed into the proper 
channels for the energising of the Colony’s trading 
and industrial activities. 


It might not be inappropriate, in conclusion, to 
quote (with due and grateful acknowledgment) an 
extract from the article by Candidus in the “Inves- 
tors’ Chronicle” of November 5—an article which 
dealt with the American boom of 1929:— 


“This was the stuff of the boom: A crazy use 
of credit, credit to buy shares on the narrowest of 
margins. In September, 1929, alone, brokers’ loans 
for such purposes rose by nearly $670 millions; at 
times, people paid 20 per cent. interest for such 
facilities. The almost universal desire to “talk the 
market higher.” There were a few sceptics but 
their utterances were regarded almost as treason. 
Some of them, having cried “Wolf” during the early 
stages of the boom, gave up just before the crash. 
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Never can economists as a class have been so dis- 
credited: the boom would never end. When it did, 
the slump wasn’t serious; it couldn’t last; it was 
The crazy pyramiding of 
capital structures by investment trusts and public 
You’d gear one trust, 
putting a load of prior charges in front of a small 
equity. Then you’d form a second company, itself 
highly geared, to own the equity of the first. 
heads of some of the largest businesses in the States 
were up to the neck in the market, operating in 


a normal “adjustment.” 


utility holding companies. 


HONGKONG SHARE 
MARKET 


Monday: Holiday. Tuesday: Bar- 
gain hunters were in evidence and in 
selective buying, prices moved frac- 
tionally higher; profit-taking on a small 
seale checked the advance. The under- 
tone remained steady throughout wita 
the main activity centred around Yau- 
mati Ferries, Cements and Lands. The 
turnover for the day amounted to ap- 
proximately $1,340,000. Wednesday: 
Price movements were few and small 
in a morning of listless trading. Sales 
were confined to a few stocks resulting 
in a meagre turnover of approximately 
$470,000. Thursday: The market was 
depressed by talk of further credit 
restrictions which caused a certain 
amount of forced liquidation resulting 
in a general decline in prices, and in 
some cases losses were aS much as five 
per cent or more. The turnover for 
the day amounted to approximately 
$750,000 and the market closed weak. 
Friday: Following Thursday’s setback 
there was little resistance to any sell- 
ing pressure in early trading and as a 
result, prices continued to fall until 
shortly before noon when some short 
covering checked the decline. Signs of 
support at the lower levels led to a 
slight recovery during the afternoon 
session and at the close, the undertone 
was steady. The turnover amounted to 
approximately $1,480,000. 


HONGKONG EXCHANGE 


For the week 7th to 12th November 
U.S.$ 

Nov. High Low High Low 
7 Holiday 

8 $586", 58614 580%, 580 
587 586", 581 
10 588 587 582%¢ 581 
ll 588"), 588, 584% 582% 
12 588, 58814 583 
D.D. rates: High 586% Low 584. 


Trading totals: T.T. US$1,650,000; 
Notes in cash US$408,000, forward 
US$2,590,000; D.D. US$350,000. The 
market improved on lower New York 
cross rates and the drop of local shares. 


tions.” 


The 


In T.T. sector, demand remained firm; 
offers from Korea, Japan and Bangkok 
were available. In Notes, demand was 
centred on bigger denominations; pre- 
mium improved: from one to one and a 
half points. Interest for change over 
favoured sellers at $1.40 per US$1,000. 
Positions figured at a daily average of 
US$2? million. In D.D. sector, busi- 
ness improved with increasing overseas 
remittances. 


Yen and Piastre: Forward market 
for Piastre was not revived. There 
was no business in Yen but change 
over interest was fixed at $10.29 per 
100,000 in favour of buyers. Cash 
quotations were $1,470—1,450 per Yen 
100,000 and 3880—350 per Piastre 
10,000. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.96—1.945; 
Japan 0.01485—0.014075; Malaya 
1.879; Indochina 0.0769—0.0752; Thai- 
land 0.263—0.261. Sales: Pesos 320,- 
000, Yen 80 million, Malayan $280,000, 
Piastre 7 million, Baht 4% million. The 
market was very quiet. 


Chinese Exchange: People’s Bank 
notes quoted at $1.70 per Yuan. Tai- 
wan Dollar notes quoted at $157—149 
per thousand, and remittances at 153— 
150. 


Bank Notes: Highest and lowest 
tates per foreign currency unit in HK$: 
England 15.49—15.47, Australia 12.10, 
New Zealand 13.70—13.67, Egypt 
14.80, South Africa 15.40—15.35, India 
1.175—1.1725, Pakistan 1.00, Ceylon 
0.95, Burma 0.71, Malaya 1.828—1.827, 
Canada 5.83—5.8175, Philippines 2.02 
—2.015, Macao 1.00—0.99, Switzerland 
1.35, France 0.015, Indonesia 0.145— 
0.14, Thailand 0.246—0.243. 


Gold Market 


Nov. High .945 Low .945 Macao .99 
7 
254% 
4 254% Low 264 
10 255 254%, 
11 255% - 254% 265% High 
12 255% 254% 


The opening and closing prices were 
$2544 and 255, and the highest and 
lowest were $2554 and 254%. The 
market remained steady with slightly 
increased speculative activity. Interest 
for change over favoured sellers at 40 
Hongkong cents per 10 taels of .945 
fine. Tradings amounted to 46,500 
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syndicates, “puffing” shares quite openly, using 
their companies’ resources to finance such opera- 


The truth as to the state of affairs in America 
in 1929 is by no means totally applicable to the cir- 
cumstances in Hongkong in 1955. 
narrow community like ours, undue speculation 
starts creeping in, there is a duty to check its trend 
before it attains sufficiently serious proportions to 
upset the financial equilibrium. 


But when, in a 


taels averaging 9,300 taels per day, and 
positions figured at a daily average 
of 29,400 taels. Cash sales totalled 
23,550 taels (1,550 listed and 22,000 
arranged). Imports were all from 
Macao and amounted to 17,000 taels. 
A shipment of 49,600 fine ounces ar- 


‘rived in Macao during the week. Ex- 


ports totalled 16,000 taels (6,500 to 
Bangkok, 4,500 to Singapore, 4,000 to 
Indonesia, 1,000 to Indochina).  Dif- 
ferences paid for local and Macao .99 
fine were $12.50—12.20 and 12.40— 
12.10 respectively per tael of .945 fine. 
Cross rates US$37.77—37.75. 48,000 
fine ounces were contracted at 37.75 
C.1LF. Macao. 


Silver Market: The market was 
sluggish. Bar silver quoted $6.55— 
6.50 per tael with 1,000 taels traded; 
Dollar coins 4.15—4.10 per coin with 
1,200 coins traded, and Twenty Cent 
coins 3.18—3.15 per five coins. 


SINGAPORE SHARE 
MARKET 


Markets remained dull, and difficult 
trading conditions were somewhat ag- 
gravated by a sharp fall in the rubber 
price. Industrials generally were 
Steady, Tins were irregular with little 
trading whilst Rubbers, with a few ex- 
ceptions, were inclined to ease. 


Outstanding in the Industrial section 
was the Malayan Collieries declaration 
of 10% for year ended June, 1955—the 
first dividend since 1952. As well, re- 
ceipt of War Damage payment contri- 
buted sufficiently to reserves to justify 


the Directors declaring a bonus of 15%. 


After the announcement the _ shares 
moved from 91 cents buyers to $1.05 
before business resulted, then finally 
closed 3 cents lower. Fraser & Neave 
were steady with exchanges at $1.69 
and $1.70 and Wearne Bros. improved 
te $2.95. United Engineers continued 
their downward trend to $10.25 and 
Gammons were quiet at $2.55. Malayan 
Cement had fair turnover at $1.64 and 
$1.65 with buyers over; Straits Traders 
were subdued at $234 ex dividend and 
Robinsons and Hammers had exchanges 
at $2.223 and $2.473 respectively. 


In the Tin section turnover showed 
some increase. Holders of Renong Tin 
were pleasantly surprised by the de- 
ciaration of 30% final and 20% bonus 


No 
tail 

co 
nig 
ed 
ed 
to 
enc 
Ove 
di 
Hit 
sta 
Ra 
Pe 
$4. 
ste 
act 
co 
15, 
dur 
but 
to 
Ex 
Fe 
pri 
sid 
prc 
SO 
tov 
its 
lig 
ans 
an 
tat 
Ga 
ta 
$2 
Bu 
m 
29 / 
Ga 
yan 
an 
to 
Or 
Str 
anc 
$13 
Eng 
$1. 
MARKETS ed. 
Wa 
Ka 
15/ 
ko 
Ku 
Ne 
Bay 
Te 
to 
tis 
Mi 
7/1 
Sid 
70/ 
Pa 
A 
Ele 
Ste 
Bre 


fficult 
t ag- 
ubber 
were 
little 
W ex- 


ection 
ration 
—the 
ll, re- 
ontri- 
ustify 
15%. 
shares 
$1.05 
finally 
Neave 
$1.69 
roved 
) and 
layan 
4 and 
raders 
d and 
anges 


howed 
g Tin 
e de- 
bonus 


November 17, 1955 


HONGKONG AND FAR EASTERN TRADE REPORTS 


Korea and Southeast Asia main- 
tained leading positions in the local 
commodity market during the  fort- 


night. Trading, however, was restrict- 
ed by low stocks. Japan was interest- 
ed in China produce and metal scraps 
and U.K. in Hongkong products. 


to make a total of 65% for the year 
ended June 1955—an increase of 20% 
over 1954. London bids of 13/6d. cum 
dividend did not attract sellers. Ayer 
Hitam Tin were taken at 24/9 including 
stamp, while Hongkong Tin at 7/3 and 
Rambutan at 19/6 had local exchanges. 
Petalings fell from $4.50 cum 20% to 
$4.20 ex dividend sellers. Sungei Way 
steadied at $3.174, Talam Mines were 
active at $2.10 and Lower Perak had a 
turnover from 14/103 to 
15/-. 


The fall in the commodity price re- 
duced demand for most rubber shares 
but prospects of good dividends served 
to prevent any jettisoning of shares. 
Except for loss of revenue to the 
Federation Government, the Rubber 
price at around $1 should not be con- 
sidered as unsatisfactory. Farsighted 
producers welcome the lower price in 
so far as it may put a stop to the trend 
towards increased use of synthetic and 
its further production expansion. High- 
lighted in this section, were Alor Gajah 
and Lunas each having announced that 
an offer has been received for the Es- 
tate. Over the last two weeks Alor 


Gajah and Lunas have both had spec- . 


tacular rises, Alor Gajah from $1.00 to 
$2.55 and Lunas from $2.50 to $4.00. 
Business in local Loans was confined 
mostly to Singapore Taxables. 


BUSINESS DONE 29th OCTOBER— 
4th NOVEMBER, 1955 


Industrials:—Consolidated Tin Smelters Ord. 
29/9, Fraser & Neave Ords. $1.69 and $1.70, 
Gammons $2.55, Hammer & Co. $2.471%4, Mala- 
yan Breweries $3.41%, Malayan Cement $1.64 
and $1.65, Malayan Collieries 91 cents to $1.05 
to $1.02, Metal Box $1.50 to $1.55, Robinson 
Ords. $2.2214, Singapore Cold Storage $1.70, 
Straits Times $2.80, Straits Traders $2414 cd. 
and $23.75 xd, Straits Steamships $13.35 and 
$13.40, Union Insurance $500.00 e¢.d., United 
Engineers Ords. $10.40 to $10.25, Henry Waugh 
$1.60, Wearne Bros. $2.92%, and $2.95. 


Tins:—Hong Fatt $1.26 ¢.d., Lingui $1.57% 
ed., Petaling $4.50 ed.. to $4.20 xd., Sungei 
Ways $3.15 to $3.17%, Talam Mines $2.10, 
Kampong Lanjut 19/-, Lower Perak 14/10% to 
15/3, Takuapa 20/-, Ayer Hitam 24/9, Hong- 
kong Tin 7/3, Kamunting 10/-, Rambutan 19/6. 


Rubber:—Alor Gajah $1.60 to $2.50, Jeram 
Kuantan $1.90, Kempas $1.55, New Scudai $1.00. 
New Serendah $1.40, Radella 90 cents, Sungei 
Bagan $2.13, Tapah $1.55, Teluk Anson $1.10, 
Temerloh $1.15. Ulu Benuts 31 cents to 34 cents 


to 32% cents, United Malacca $1.62%4. 


OVERSEAS INVESTMENTS :—British :—Bri- 
tish Petroleum 119/-, Burmah Oi] 78/7%, Daily 
Mirror ‘A’ 20/6, Distillers 25/3, Evans Medical 
7/11%, Energen ‘A’ 5/6 and 5/6%, Hawker 
Siddeley 53/-, I.C.IT. Ords, 50/-, Stewart Lloyds 
70/-, Ultramar 29/9. Australian :—Australian 
Paper Manufacturers A 21/10, John McGrath 
A 5/8, Waltons A 17/1%. South African :— 
Elephant Trading Ord. (Cape Reg.) 15/-, Free 
State Geduld (Cape Reg.) 72/9, South African 
Breweries 40/3, Wire Holdings 12/1014. New 
Zealand:—Tasman Pulp 26/44. 


China’s purchases remained selective. 
Exports to Taiwan were picking up; 
the volume was still small due to the 
limited availability of foreign exchange 
there. Trade with the Philippines 
showed signs of revival. Woodoil re- 


mained popular with Europe, Japan, 
and Australia; London price again 
marked up. Paper and _ industrial 


chemicals attracted good demand from 
Korea and Southeast Asia, while metals 
enjoyed local as well as export sup- 
port. Pharmaceuticals were livelier 
with enquiries from Taiwan. Textiles 
improved on demand from Indonesia. 


TRADE DEVELOPMENTS 


Trade Restrictions: North Borneo 
announced the requirement of Imperial 
Preference Certificate Form 120 for 
Hongkong manufactured goods under 
claim to Imperial Preference. 


China Trade: China concluded an- 
other contract with Egypt covering 
165,000 kantars (1 kantar = 44.928 
kg.) of cotton in exchange for wheat 
from China. A Barter Agreement for 
1956 between China and Czechoslovakia 
was signed. Trade missions were des- 
patched to Russia and Jugoslavia. On the 
local market, only selective purchases 
were made by China in pharmaceu- 
ticals and industrial chemicals, while 
the inflow of China produce kept its 
usual tempo. 


Taiwan Trade: A slow revival of 
export to Taiwan was noticed as a re- 
sult of Taiwan’s allocation of the 6th 
import foreign exchange quota. Items 
involved were mostly pharmaceuticals 
and industrial chemicals. Taiwan was 
considering to allocate more foreign 
exchange for imports as a measure to 
eliminate the black market transac- 
tions. 


Japan Trade: In spite of the ex- 
port ban on some metals, Tokyo ap- 
proved the export of several contracts 
which had been under suspension. To 
ease the scrap metal stringency, a 13% 
cut on steel output was considered. 
Marginal deposits on goods under AA 


import system from _ Sterling blocs 
were lowered. 
Korea Trade: Korean Consulate 


General here announced that in order 
to simplify the procedure on exports 
to Korea, consular invoice and certi- 
ficate of origin would henceforth be 
combined. Imports under FOA funds 
for the 2nd half year totalling US$277 
million include $1 million for industrial 
chemicals, $2 million for pharmaceuti- 
cals, $1 million for woollen yarn and 
$15 million for fertilizers. On the 
local market, purchases by Korea were 
very brisk, especially of paper, phar- 
maceuticals, piecegoods, industrial 
chemicals, and woollen yarn. Korea 
also invited tenders for the supply of 
cigarette paper, copper plate, welding 
electrodes, tobacco cutter, cigarette 


making machines, cellophane wrapping. 
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machines, steel warehouse, and various 
chemicals. 


Indonesia Trade: The large-scale 
arrival of goods from Hongkong check- 
ed the increase of commodity prices in 
Indonesia. Meanwhile, Djakarta sus- 
pended import licences for 11 articles 
including certain categories of piece- 
goods. Limited volume of imports 
financed with self-provided foreign ex- 
change was again permitted by the au- 
thorities there. Indonesia’s purchases 
in the local market remained unabated 
and extensive, particularly of textiles. 
Shipments of Indonesian products to 
Hongkong increased as a result of ex- 
port subsidies given by the Indonesian 
Government. 


Thailand Trade: To check the in- 
crease of commodity prices, Bangkok 
approved new import licences for cot- 
ton yarn, garlic, pottery wares, enamel- 
wares, native paper, and other items 
under popular demand. Textiles with 
staple fibre and rayon contents were 
seriously affected by the new prohibi- 
tive custom duties. New rulings con- 
cerning the import of piecegoods re- 
quire importers to purchase native 
piecegoods amounting to 50% of the 
quantity imported. 

Indochina Trade: Vietnam secured 
another American aid fund totalling 
$22.7 million for the purchase of phar- 
maceuticals, textiles, machinery, motor 
vehicles, mining apparatus, etc. In 
addition to her purchases in the local 


market, Vietnam has involved Hong- 
kong in the triangular trade with 
Japan. 


Philippine Trade: A number of let- 
ters of credit reached here, mostly for 
cotton textiles, porcelainware, and sun- 
dry provisions. The barter trade be- 
tween HK and the Philippines con- 
tinued; sugar and lumber for Hong- 
kong; cotton textiles, machinery and 
structural materials for the Philippines. 


Burma Trade: Burma’s_ purchases 
here remained slow. There was, how- 
ever, a rather sharp increase in the 
imports of Burmese products including 
beans, maize, rice and timber. 


COMMODITIES 


China Produce: Demand for popu- 
lar items remained keen throughout the 
fortnight; many items were stimulated 
by low stock. Woodoil retained very 
firm prices; London price went up 
while demand from Japan and Austra- 
lia improved. Aniseed oil was steady 
with limited export demand; cassia oil 
remained slow; citronella oil registered 
exports to France but buying interest 
was reserved due to the bearish world 
trend; groundnut oil enjoyed brisk 
trading with price boosted on increased 
cost; peppermint oil was favoured by 
France but short stock limited trading. 
Aniseed star registered demand from 
Europe and Southeast Asia, but supply 
from China was. short, resulting in 
slight price gains here. Bitter almond 
improved on short supply and steady 
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demand from Germany and London. 
Cassia lignea was weak due to the lack 
of demand from India, Pakistan and 
Europe while coir fibre enjoyed orders 
from Japan. The low price of galan- 
gal attracted buyers from India and 
Southeast Asia. Dried chilli remained 
slow with more enquiries than orders 
from India, Ceylon and _ Singapore. 
Toasted garlic was purchased by South- 
east Asia. Middle and Near East and 
Southeast Asia refrained from touching 
dried ginger as tightened supply and 
higher cost had geared the price up; 
Only a few lots were taken by Korea 
and local dealers. Groundnut kernel 
registered exports to Canada and Aus- 
tralia. Hog bristle was stimulated by 
better prices in Europe and buying in- 
terest of Western Germany and Aus- 
tralia. Maize drew keen local demand 
and orders from Japan; successive ar- 
rivals weakened the market. Menthol 
crystal found buyers in Indonesia as 
new import licences were available 
there. Rosin witnessed selling resist- 
ance with slight gains. Yellow beans 
gained on steady local and export de- 
mand. Red bean was bearish while 
black beans steady with local demand. 
Green pea remained firm with steady 
local demand and orders from India, 
Ceylon and Southeast Asia. 


Metals: Structural steels and fac- 
tory items remained very popular. 
replenishments were booked. 


Aluminium sheets improved on strong 
local demand. Black plate waste waste, 
forwards, registered advances as stock 
was short and demand strong. Brass 
scraps, on the strength of 7-8% in- 
crease in the international market, re- 
gistered heavy turnovers with fresh 
supplies from Okinawa. Cast iron, 
Short in stock, was absorbed by Japan 
at better prices. Galvanized iron 
sheets enjoyed keen local demand. Gal- 
vanized iron pipes firmed up in spite 
of abundant supply due to increased 
indent cost as well as a sizable pur- 
chase by Okinawa. Galvanized stcel 
plate gained slightly on dwindled stock 
and export demand. There were many 
enquiries for mild steel angle bars but 
stock was insufficient to cope with the 
demand. Mild steel flat bars were also 
low in stock and maintained firm prices 
with active local and export demand. 
Trading in mild steel plate was cur- 
tailed by high price and short stock. 
Mild steel round bars were still keenly 
sought by local contractors at firm 
prices. Mild steel square bars regis- 
tered small gains; bulk supplies were 
difficult to get. Salvaged steel plates 
were transacted at 


improved prices. 


Stainless steel stood firm; new indents 
were for delivery after one year. Steel 
window sash bars became more active 
in local sales and many bookings with 
West Germany made. Steel wire ropes 
advanced 9% on indent prices, but un- 
availability of certain sizes here 
restricted trading. Tinplate waste 
waste. was still favoured by factories 
here; price however eased. 


Paper: The paper market enjoyed 
keen demand from Korea and South- 
east Asia. Although the low stock of 
many popular items curbed the volume 
of business, sizable turnovers were re- 
corded in some items. Aluminium 
foil, in spite of low stock and some 
purchases by Thailand, eased as Korea 
bought direct from producing coun- 
tries. Art printing enjoyed better 
local consumption at slightly improved 
price. MG cap of Chinese origin was 
actively traded but dwindled stock of 
European and Japanese goods curbed 
trading. Duplex board advanced on 
strong local and export demand. Ivory 
cardboard was keenly sought by ex- 
porters, but goods of European origin 
were scarce. GlaSsine drew keen buy- 
ing interest from Korea, but busimess 
was curtailed by low stock. MG rib- 
bed kraft improved slightly on keen 
Overseas enquiries while unglazed kraft 
declined under heavy arrival. News- 
print in reams remained steady on in- 
creased local consumption. Newsprint 
in reels was stimulated by higher 
American indents. Korea’s demand for 
tissue paper was keen; _ transactions 
were centred on forwards. Trans- 
parent cellulose paper was exhausted 
by orders from Korea, Thailand, Indo- 
nesia and Indochina. Trading in wood- 
free printing was curbed by low stock; 
prices firm at high levels. 


Industrial Chemicals: There were 
more enquiries than transactions dur- 
ing the first week; however demand 
from Korea and Southeast Asia im- 
proved in the second week. Bleaching 
powder was bought by Thailand at low 
prices. Borax granular advanced when 
supply dwindled. Due to strong ex- 
port demand, price of calcium hypo- 
chlorite went up. Carbon tetrachloride 
registered slight gains on absorption by 
Korea, while caustic soda steady on en- 
quiries from Indochina. Several lots 
of chlorate of potash were bought by 


Korea; price moved up. Selling re- 
sistance glycerine discouraged 
Korean purchases. Gum arabic re- 


mained firm on indent increase. Gum 
copal advanced further on short supply 
and increased purchases by Europe and 
Japan. Gum damar also registered 
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gains. Although indent cost of lin- 
seed oil went up, prices here failed to 
improve due to the lack of export de- 
mand. Shellac was still below indent 
price, whereas soda ash maintained firm 
trend on purchases by Korea. Sodium 
cyanide advanced slightly on low stock 
and enquiries from Korea. Advanced 
indent price of sodium  hydrosulphite 
discouraged enquiries. Sodium nitrate 
was extremely low in stock; prices shot 
up as a result of speculative purchases. 
Sulphuric acid of Hongkong origin fell 
short of supply; forwards were quoted 
at higher prices. Tanning extract and 
titanium dioxide enjoyed local demand 
while zinc oxide received orders from 
Thailand. 


Pharmaceuticals: Aspirin powder, 
glucose powder, PAS, and _ santonin 
crystal were favoured by Korea; quinine 
powders, calci-ostelin and dihydrostrep- 
tomycin by Taiwan; and PAS powder 
by China. Penicillin preparations were 
briskly traded both locally and with 
Southeast Asia. Low stock of Phenace- 
tin limited the volume of business. 


Cotton Yarn & Textiles: Cotton 
yarn enjoyed strong demand from In- 
donesia, Vietnam, the Philippines and 
the United Kingdom. HK products 
were particularly popular. Prices in 
general were firm. Staple fibre yarn 
however declined due to lack of sup- 
port. Piecegoods were firm with 
orders from Indonesia and U.K. China 
textiles enjoyed good local demand at 
firm prices. Japanese grey sheeting 
was another favourite of local bleach- 
ing factories; prices improved. Japan- 
ese white shirting remained bearish. 


Rice: Active trading failed to im- 
prove prices as a result of heavy ar- 
rival from Thailand. , 


Sugar: Arrivals from Taiwan, Indo- 
nesia and Japan depressed the market. 
Trading was sluggish and prices de- 
clined. Taikoo fine alone gained slight- 
ly on local demand. 


Cement: 8,000 tons of Japanese 
cement arrived during the fortnight. 
Prices were slashed by selling pres- 
sure. 


Hongkong Products: More Hong- 
kong products are permitted for ex- 
port to U.S. under comprehensive certi- 
ficate of origin: embroidered bags, 
sandalwood fans, silk garments, jade 
stones & jewellery, straw manufactures 
and canned mullet. ‘Mother of pearl 
may be exported freely to U.S. without 
certification. 


Road, C. Hongkong. 
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EXPERIENCE AT YOUR SERVICE 


To 
SOUTH AFRICA AND 
SOUTH AMERICA V.V. 


Two regular sailings per month, served a.o. by our wellknown vessels 
BOISSEVAIN, RUYS, TEGELBERG, TJITJALENGKA, 
STRAAT BALI, etc. 


Accepting Transhipment Cargo on Through Bills of Lading 
T 


° 
West African Destinations 


| 
More Than 50 YEARS 


To 
BRITISH EAST AFRICA, MAHE 
(SEYCHELLES) AND BEIRA V.V. 


Regular monthly sailings with uptodate modern vessels offering 
limited attractive passenger tion. 


To 
SINGAPORE, PENANG, BELAWAN DELI 
AND PALEMBANG 


Regular Monthly Sailings 


To 
SINGAPORE, AND INDONESIA (JAVA 
NORTHCOAST PORTS AND 
MACASSAR) 


Regular Fast Service by Our Modern Comfortable Vessels 
“TJIWANGI”/“TJITILUWAH” every 2nd and 16th of each month 


To 
JAPAN AND INDONESIA (INCL. BALI 


Special Holiday Fares 


Refrigerated cargo space, cargo oil tanks, 
and strongroom compartments available 


Agents for: 


HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 
BOOKING AGENTS FOR ALL AIR LINES 
Offices in Hongkong, Japan, Philippines, Indonesia, 


Sydney. Durban, Buenos Aires, Amsterdam. 
AGENTS THROUGHOUT THE WORLD 


Particulars gladly supplied by 


ROYAL INTEROCEAN LINES 


| King’s Bldg. ground floor, Tels. 28015/19. Hong Kong 
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“SOJUZHIMEXPORT” 


MOSCOW, THE USSR 


EXPORTS: 


VARIOUS organic and inorganic chemical 
products, including soda products; 


Organic and inorganic acids, oxides, alcohol, 
ether, colophony; 


Medical goods and instruments, reagents, 
X-ray equipment, laboratory utensils, medicines, 
including liquorice, products of Tibet medicine, 
including gin-sengs, spotted deer horns, izjubr 
deer horns, siberian deer horns, saiga horns and 
others; 


Santonin, ether and other perfumed oils, 
soap, perfumery, cosmetics; 


Aniline dyes and semifinished products, 
paints, varnishes, enamels, pigments, resins, 
synthetic tanning materials; 


Films, photographic paper. 


Orders for supplies of these goods 
can be placed through All Union As- 
sociation “EXPORTHLEB”, “Bangkok 


Branch”, 6, Krung Kasem Road, The- 
ves, Bangkok. 


Telephone No. 23755. 


& 


| 
| 
| 
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DODWELL COMPANY 


JARDINE, MATHESON 
CO., LTD. 
LTD. 


HONGKONG & SHANGHAI BANK HEAD OFFICE: 14/18 PEDDER STREET, 
BUILDING mona: 
HONG KONG 
Importers and Exporters, 
P.O. Box No. 36 Telephone No. 28021 Tea and General Merchants. 
Insurance, Shipping and 
Air Transport 


Importers, Exporters, Shipping and 
Insurance Agents, Machinery and 
Contracting Engineers, Refrigeration 
Engineers, Office Equipment Specialists, 
Wines and Spirits Stockists, Suppliers 
of Ships’ Paints, Provisions and 
Pharmaceuticals. 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line 
The Hongkong Fire Insurance Co., Ltd. 


GENERAL AGENTS: 


Lombard Insurance Co., Ltd. 
British Overseas Airways Corporation 
HEAD OFFICE: 


24, ST. MARY AXE, LONDON, E.C.3 AGENTS: 


Glen Line Limited 
Royal Mail Lines Limited 
Prince Line Limited 


BRANCHES: Asiatic Steam Navigation Co., Ltd. 

Pacific Transport Lines, Inc. 

HONG KONG MANILA Furness, Withy a Co., Ltd. 

TOKYO COLOMBO The Union-Castle Mail Steamship Co., Ltd. 

iance Assurance Co., Ltd. 

NAGOYA VANCOUVER Bankers and Traders Insurance Co. Ltd. 

KOBE AUCKLAND, N.Z. Eastern Federal Union Insurance Co., Ltd. 
Economic Insurance Co., Ltd. 

OSAKA Employers’ Liability Assurance Corp., Ltd. 
Legal Insurance Co., Ltd. 
Merchants’ Marine Insurance Co., Ltd. 

SUBSIDIARIES: Queensland Insurance Co., Ltd. 


Thistle Insurance Co., Ltd. 


Dodwell & Co., (E. Africa) Ltd., Nairobi, Mombasa, 
Triton Insurance Co., Ltd. 


Kampala and Dar-es-Salaam. 
Dodwell & Co., (Aust.) Pty. Ltd., Sydney. 
Gardner Diesel Engines, Ltd., Vancouver. 
W. B. Kerr & Co., Ltd., Nairobi and Kampala. 


HONGKONG AIRWAYS LIMITED 


ASSOCIATES: 


Dodsal Ltd., Bombay, Calcutta and New Delhi. 


Holme Ringer & Co., Ltd—Hongkong, Pusan, Seoul 
and Moji. 


THE JARDINE ENGINEERING 
CORPORATION LIMITED 
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The United Commercial Bank Ltd. 


Incorporated in India 
with Limited Liability 


Authorized Capital: ........... .. HK$96,386,000.- 
Subscribed Capital: .. HK$48,193,000.- 
HK$10,422,000.- 


Reserve Liability of Shareholders: ...... HK$24,096,000.- 


BRANCHES 

90 Branches established in all the important places. 
BURMA MALAYA 
Akyab Penang 
Bassein Singapore 
Moulmein 
Mandalay PAKISTAN AKISTAN 
Rangoon Karachi 


LONDON: 


15 Throgmorton Avenue, LONDON, E.C.2. 


SAFE DEPOSIT VAULT 


The Bank is equipped with modern 
airconditioned SAFE DEPOSIT VAULT 
and provides LOCKERS of different sizes 
according to requirements. 


FOREIGN BANKING SERVICE 


The Bank provides complete service 
for Foreign Banking and Exchange all 
over the world in cooperation with first 
class Bankers. 


4, Queen’s Road 
Hong Kong 
Tel. 36071-2-3 


D. P. SARIN 
Manager. 


TO 


SOUTH 
AFRICA ... 
via DARWIN, 4ustralia 


Now. you can fly from Hong Kong via 
Darwin (Australia), Cocos Island and 
Mauritius to Johannesburg . . . with Qantas 
super service at your command all the way. 
From Darwin, you fly in mighty comfortable 
Super Constellations amd spend a relaxing 
one-day stop-over at beautiful Mauritius. 

It’s the fastest, finest route across the 
Southern Hemisphere. Ask your Trave! Agent. 


QANTAS 


AUSTRALIA’S OVERSEAS AIRLINE 
QANTAS EMPIRE AIRWAYS LTD., 


in assoc. with B.O.A.C. and TEAI 


Agents: JARDINE, MATHESON & CO., LTD. 
Tel. 27794, 64366 and leading travel Agents. 
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